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Welcome

Trade Talk V-

G’day and welcome to the Fourth issue

of Ethical Trade Currents, the global links
business newsletter. This issue, we focus on
forestry and the illegal logging trade; wine and
fair trade and carbon trading.

Tropical forests are disappearing fast and
the impacts this has on biodiversity, climate
and forest communities is immense. Clear
felling has gone on unabated and its only fairly
recently that ethical alternatives such as FSC
timber and paper are now available. Many
such national buildings in Wales are directly
responsible for ancient forest destruction.Yet
it doesn’t have to be this way when we could
be supporting our own local timber industry
and buying FSC timber instead.

Russia has recently signed the Kyoto Protocol
and this means that Carbon Trading is now
going full steam ahead. Do the savings

in greenhouse gases measure up to the
complacency and negative impacts this model
has upon poorer communities in the world?

Farm labourers are some of the most abused
people in the world; we examine the wine
industry for ‘best practice’ projects.

Ethical Trade Currents has a global focus
showing you the impacts your business
decisions cause in the rest of the world whilst
exploring possible alternatives.

Andy Parnell

Editor

Contents

lllegal Logging

Timber without
Tragedy

Carbon Trading

Wine without the
Grime

Fair Trade Wine for
Christmas

Useful Links and

Further Information p.10

Acknowledgements

We would like to thank the World Rainforest

Movement, Greenpeace and the Forest
Stewardship Council for information on forestry
issues. We would like to thank the Transnational
Institute for their report on Carbon Trading. We
would also like to thank the Ethical Trading
Initiative and the Co-operative Group for
information on wine.

ILLEGAL LOGGING BY THE NUMBERS

Indonesia 88%

Brazilian Amazon 80%

Bolivia 80%

Peru 80
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Eight thousand
years ago, large
tracts of ancient
forest covered
almost half the
earth’s land area.
Today, only one
fifth of the original
forests remain

as large areas of
ancient forest, the
rest having been
destroyed, degraded
or fragmented
by relentless
human activity.
‘Greenpeace
International’

And this level of
forest destruction
goes on unabated
despite years

of campaigning

by campaigning
organisations to
stop it. Most of

the NGO’s have
been tackling

the direct causes

of rainforest
destruction in

the last few decades
without dealing with
the wider underlying
causes (until fairly
recently).

The direct causes of
rainforest destruction
are quite well known:

x Logging

x Conversion of
forested lands for
agriculture and
cattle raising

x Urbanization

® Mining and Qil

illegal logging

Exploitation

x Acid Rain

x Fire

Yet the underlying
causes of rainforest
destruction are much
harder to tackle
because they are
deep-rooted systemic
problems.

With the underlying
causes being:

x World Trade
policies and other
macro-economic
policies

x Deep rooted
social structures
in developing
countries

x Inequality

x Lack of
participative
democracy

x Military influence
and conflict

x Exploitation of
rural areas by
urban elites

x Over consumption
in high-income
countries

x Uncontrolled
industrialisation

Take illegal logging
for example, Exhibit
A p.2 shows that
illegal logging in many
developing countries
is extremely high with
much of that timber
ending up as toilet

paper, construction
hoarding, furniture,
plywood sheets or
flooring. The direct
cause of logging is
pulled along by over
consumption and
wasteful consumption
habits in developed
countries with debt
burdens, ingrained
political corruption
reliant upon a timber
industry, a corrupt
military and inequality
based poverty pushing
the drive for illegal

What’s fuelling the destruction?

logging in developing
countries.

Northern governments
could simply ban

the imports of

illegal logging from
developing countries,
yet without debt relief
measures to act as

a form of incentive
and compensation
measure, the flow of
illegally based timber
is not likely to be
stemmed.

Brazil actually
banned the
export of the
endangered
species Brazilian
Mahogany yet
aruling in the
British Court of
Appeal found 2 to
1 that the WTO
trade agreement
overruled the
Convention

on Biological
Diversity and as
a result, Mahogany
continues to enter
Britain’s ports.

This allows the timber
trade in endangered
species to continue
unabated whatever
the ‘technical’
reason given for it.
To be fair though,
the Department

for International
Development is
working towards
halting illegal
logging despite the



international trade rule
constraints placed
upon governments.
Government
departments continue
to get ‘egg on their
face’ as was the

case with the Home
Office refurbishment
and even quasi-
government bodies,
like The National
Lottery, are still
getting into trouble on
this. The Millennium
Stadium in Cardiff for
example used central
African rainforest
timber (supported by
£40 million from the
National Lottery) when
it was built.

This illegal logging of
species isn’t benefiting
the poor in developing
countries either. A
logger in the Amazon
is lucky if they ‘break
even’ given the debt

bondage situation
they’re forced to
accept. Loggers in
Santarem (central
Amazonia) for
example often have

to pay for the tools,
accommodation, drink,
food and others things
and often end up
owing more than they
make from the use

of their labour. They
are effectively bonded
slaves. It also destroys
the livelihoods of
indigenous peoples
and rubber tappers
and other people that
rely upon Non-Timber
Forest Products
(NTFP). Conversely
the native timber
industry in Wales is
often undercut from
cheap imports both
from developing
countries and the
Baltic States. In effect,
this whole practice

is not benefiting the
small sized timber
firm in Wales or the
logging families in
the Amazon. As is all
too often the case,
the money from the
destruction of ancient
rainforests goes

to the rich and the
multinational logging
and timber firms.

Recently, Jewsons
and Travis Perkins
were found to be guilty
of buying Indonesian
plywood and have
since stopped once
public pressure was
mounted. Other timber
retailers like The

Build Centre are yet

to publicly announce
that they do not buy
timber from countries
like Indonesia or sell
illegally logged timber.
Yet as the consumer
becomes more savvy

and understands the
issues, companies

in Britain will have

to put a halt to this
practice and rely more
upon sustainable
timber products under
certification schemes
like the FSC (Forest
Stewardship Council).
Companies, designers
and architects play

a vital role in halting
ancient rainforest
destruction by
stopping the use of
illegally logged timber.

In the next article, we’ll
cover what companies
CAN and should do to
make a difference.

For more
information on
this and the next
article and Links,
see page 10.




Timber without Tragedy

.

One possible solution
to ancient forest
destruction is to

use timber that has
been certified under

a sustainable forest
management scheme.
Unfortunately, some of
the existing schemes
are more rigorous
than others. You may
for instance see the
PEFC (Pan European
Forest Certification)
label on timber or
other such scheme.
Many of these
schemes have been
set up by the logging
industry itself and
therefore, the criteria
they set up may or
may not be protecting
ancient forests. There
have for instance been
many cases of ancient
Finnish forests being
destroyed even under
the PEFC scheme.

The one scheme

that is rigorous
enough is the Forest
Stewardship Council
certification scheme.
It was set up in 1990
by the environmental
and human rights
groups along with
timber traders and
users. The product
can be traced back to
its source via Chain of
Custody Certificates.
The scheme involves
very rigorous

criteria guided by

10 principles and
offers the consumer

a guarantee that the
timber produced from
these certified forests
or woodlands actually
does ‘what it says on
the tin’.

The Ten Guiding
Principles are:

1. Compliance
with laws and FSC
Principles

2. Tenure and
use rights and
responsibilities

3. Indigenous
peoples’ rights

4. Community
relations and
worker’s rights

5. Benefits from the
forest

6. Environmental
impact

7. Management plan

8. Monitoring and
assessment

9. Maintenance of
high conservation
value forests

10. Plantations

Each principle is
covered in detail on
the FSC website

what is important
here is that it
covers both social
and environmental
principles.

FSC also has a very
important role to play
in poverty alleviation
and human rights.
Forest communities
for instance are some
of the poorest in

the world. They are
getting a fair price

for managing and
harvesting timber from
the (FSC certified)
forest projects and
ensuring that land
tenure and human
rights are enforced.

Are there any benefits
for the UK timber
trade? This might be
all well and good yet
as a business that
sells timber or timber
products, can FSC
work for you?

1. Marketing benefits
far outweigh the
costs as FSC timber
products often attract
a higher market value
than other certification
schemes or other
non-certified timber.
Furthermore, many
smaller businesses
(e.g., bespoke
furniture makers) and
others can join the
FSC scheme under

a joint membership
scheme to make it
affordable to smaller

members. Many
existing firms often
choose to adopt a
special line of FSC
products that they can
offer the consumer

in addition to their
previous product
range if they cannot
switch all their product
lines over immediately.

2. For those

firms supplying

to government
departments

or carrying out
refurbishment work,
often the specification
for construction timber,
hoardings or furniture
will be FSC standards.
As architects develop
further interests in
eco-efficient buildings,
it is likely that FSC
will become the new
industry standard in
the long term. Already,
B & Q, Timbmet and
other major suppliers
offer FSC product
lines.

3. It also helps the
Welsh timber industry
since much of the
timber in Wales is
certified under FSC
standards.

It makes sense to start
adopting FSC certified
timber product lines in
the future, whether for
environmental & social
reasons; or just simply
because it makes

good marketing sense.
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With the Kyoto
Protocol now about to
come into force, the
business community is
looking to understand
carbon trading and
what implications it
may have upon the
business environment.
Can carbon trading be
ethical or effectively
reduce Greenhouse
gas emissions? Is this
agreement really a
first step’?

To understand this
complex issue,
consider that six
Greenhouse Gases
will be traded under
the Kyoto Protocol
on world markets:
Carbon Dioxide
(CO2), Methane
(CH4), Nitrous
Oxide (N20), Hydro
fluorocarbons (HFCs),
Perfluorocarbons
(PFCs) and Sulphur
Hexafluoride (SF6).

What is Emissions
Trading? Many
business persons
aren’t really aware of
what this means other
than the extra tax they
see on their bill at the
moment. Emissions’
trading occurs when
polluters are assigned
targets for reducing
their emissions over
the course of a pre-
defined time period.
This could be set on

a quarterly basis for
example. At the end of

CARBON TRADING

Saving the climate or hitting the poor?

that period, those who
were under their target
could sell the amount
of emissions saved to
the polluters who did
not meet the target.

According to the
Trans-National
Institute, this leads to
three scenarios:

Scenario 1: The
polluter uses up the
whole allowance in the
allotted time period,
but still pollutes more.
In order to remain in
compliance, spare
credits must be bought
from another polluter,
which has not used up
the whole allotment.

Scenario 2: The
polluter does not use
the whole allowance
and can either save
the remaining credits
for the next time
period (bank them),

or sell the credits to
another polluter on the
open market.

Scenario 3: The
polluter can invest in
numerous pollution
reduction schemes
in other countries or
regions and ‘earn’
credits from these
projects, which can
then be sold, banked
or used to make

up shortfalls in the
original allowance.

Under Kyoto, there will

be two mechanisms.
The first is the

Clean Development
Mechanism, which
will mostly be for the
Third World (countries
with no emissions
targets). The second
is for the developed
countries and Eastern
Europe (other than
Australia and the
USA at present)

and come under the
Joint Implementation
programme.

Under Joint
Implementation’
countries that have
agreed a specific
reduction target will
be part of this market.
The average of 5.2
per cent below 1990
emissions levels is
the allotted target
reduction for the

carbon trading market.

Will this encourage
businesses to reduce
Greenhouse Gas
emissions?

The verdict is still
open, yet in the

USA where Sulphur
Dioxide is traded,

a raft of fiddles and
fraudulent claims
shows predictable
problems associated
with these markets. It
is also likely to lead to
‘toxic hotspots’ where
polluting companies
buy credits from
cleaner companies
which, gives them the

rights to continue to
pollute in low income
neighbourhoods (as
is the case here in
Britain). What won’t be
assessed with many
of these factories

or polluting power
stations are the other
non-greenhouse
gases yet equally
contaminating toxic
gases (such as PCB,
Dioxins and so forth).
Even where a factory
is doing well on
paper, communities
will still have to live
with the real pollution
regardless of what
greenhouse gases
were paid for by the
parent company in
another country.

If we look at the basic
economics of it, these
markets are likely

to be led by supply
and demand, thus
creating equilibrium
where supply meets
demand. This ‘meeting
point” will be controlled
largely by the pre-
defined emissions
target set out earlier
(creating a ceiling

that companies are
loathe to go beyond).
If demand (polluters
wanting to buy credits)
outstrips supply
(sellers of emissions
credits) which, is

likely to be the case,
the market price for
‘clean companies’ are
likely to lead to cuts



on paper or other
such mechanisms
like buying in Green
Electricity.

However, what’s not
likely to change are the
polluters reducing their
emissions through
phasing out existing
polluting technology; it
would still be cheaper
to trade it than to
implement technology
substitution. There

are likely to be many
companies with very
low emissions (giant
insurance companies
for instance) who will
simply sell their credits
to polluters like Esso
in Britain. In the end,
we cannot expect to
see a great reduction
in Greenhouse gases
from emissions trading
(despite the DTI
claiming a saving of

2 — 4 Mtc of CO2 by
2020). The market will
not create a reduction
beyond the equilibrium
of supply and demand,
meaning that the
market has a ‘natural’
floor and we cannot
expect it to be the
panacea for large cuts
in emissions.

Hitting the poor the
hardest?

More likely the
scenario is a

slight reduction in
greenhouse gas
emissions overall, yet
poor communities
throughout the world
are locked into a
trading mechanism

that continues to allow
localised pollution in
toxic gases regardless.

Corporations like Shell
and BP are doing all
they can to continue
the Emission Trading
markets developed
under the Kyoto
Protocol, with many of
the environmentalist
groups conceding

to this on the basis
that it WILL reduce
emissions to a limited
extent (the good

‘first step’ principle).
Greenpeace, Friends
of the Earth, WWF and
others (all very against
emissions trading at
the Rio summit) have
gone soft on this one
aspect of the Kyoto
Protocol. Given that

it was hard enough

to secure the deal we
have got today, it was
entirely predictable
that they would go
quiet on emissions
trading in order to get
Russia to join and
give the treaty a legal
framework.

This NGO co-option
has created a field

of silence where
otherwise loud voices
were once prominent.
It also didn’t help

that the WWF and
the Environmental
Defense Fund
preferred Carbon
Trading leaving
Friends of the Earth
and Greenpeace in a
position of difference
with their friends.
Just the other week,

Tony Blair was called
up by the CBI and
after one phone call,
decided to allow them
a higher emissions
rate than originally
guaranteed. This
has left Greenpeace
absolutely furious
and the signs are,
things will be ‘hotting
up’ between the
NGO community
and the government,
especially with the new
alliance on climate
emerging between
the Environmental
and International
Development
community.

Still, as has been the
case with Emissions
trading initiatives in
South Africa, Uganda
and the USA, the poor
continue to suffer

the worst effects of
the market and to
date, no emissions
trading schemes have
reduced toxic hotspots
in poor zones. Under
carbon sinks trading in
Uganda for example,
US companies pushed
poor people off their
land in order to buy

up large quantities of
marginal forested land
to offset their pollution.
It is development like
this that makes one
involved in ethical
business to wonder

if this is the right
solution?

Verdict: Emissions
trading is likely to
reduce greenhouse
gases slightly overall

but will do little to
help the poor in
developing countries
and developed
countries alike. This
may inadvertently
exacerbate poverty
and ill health effects
by being locked into
this framework (the
QWERTY design
effect). It is also
likely to cap further
emissions reductions
unless there is a
regulatory framework
to increase the
reduction targets in a
‘ratchet like manner’
year on yeatr.

RELEVANT LINKS

Carbon Watch
http://www.tni.org/ctw]

BBC on Carbon
Tradin
http://news]
bbc.co.uk/2/hil

rogrammes/|
hewsnight/4073725)

1l

FUTURE HARVEST ON
CARBON TRADING
http://www]
futureharvest.org||
hews/carbontrading)

him|

Sinks Watch
http://www.sinkswatchl

prg/
Greenpeace
position on Carbon
Trading 1998
nttp://archive]
greenpeace.org

ressreleases/climate]
1998nov2.html
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Wine without the Grime

The Fruit industry

is labour intensive
and is therefore

ideal for developing
countries with plenty
of agricultural workers.
The Viticulture industry
in South Africa is no
different with large
and small plantations
all needing to hire
labour to harvest the
grapes. With long
growing seasons in
Mediterranean style
climates, often this
labour is needed for
at least 6 to 9 months
of the year. Good
wine depends on the
right soil conditions
and the right climate.
The wines grown

in Argentina, Chile,
Australia and South
Africa all tend to have
similar climates and
its no wonder why the
best wines in the world
regularly come from
these climes.

It makes for hard work
during the harvest
season. The heat
shows no mercy upon
the workers and with
working conditions
that can often be
downright cruel, being
a fruit picker in South
Africa is tough going.
Enter WIETA (The
Wine Industry Ethical
Trading Association).
WIETA was set up as
part of a project by the
UK’s Ethical Trading
Initiative to improve

working conditions

in the Western Cape
winery region. Member
organisations are to
adhere to the following
principles:

1. Child labour shall
not be utilised

2. Employment shall
be freely chosen

3. Therightto a
healthy and safe
working environment

4. The right
to freedom of
association

5. Therightto a
living wage

6. Working hours
shall not be
excessive

7. Harsh or inhumane
treatment is
prohibited

8. Unfair
discrimination is
prohibited

9. Regular
employment shall be
provided

10. Worker’s housing
and tenure security
rights will be
respected

The industry (which
has been around for
nearly 300 years) is
dominated by white

South Africans, with
black South African’s
usually being the
contract labour.

Working in conjunction
with member
supermarket chains

in Britain, WIETA is
trying to eliminate
worker exploitation in
the wineries. Using the
buying power leverage
of the supermarket
chains in Britain,
workers lives have
seen a substantial
improvement in those
farms that supply
these supermarket
chains.

However, there are
chiefly two problems
with this voluntary
approach.

Firstly, the rest of the
industry does not
necessarily follow suit.
By externalising the
costs associated with
giving workers their
rights, wineries that
do not sign up to the
WIETA agreement
make greater profits
at the cost of not
supplying certain

UK supermarkets
(Tesco, M & S, The
Co-operative Group,
ASDA, Sainsbury’s
and Somerfield are all
members of the ETI).

Secondly, it does not
address the issues
of affirmative action,

pesticide use, social
premiums and other
measures designed
to embed ethical
development into

the surrounding
communities. The
South African
Government is
implementing
affirmative action in
the industry and Fair
Trade certification
processes and organic
certification cover

the missing areas of
concern in the ETI.
Both Traidcraft and
the Cooperative Group
source their Fair Trade
wines from specific
wineries in this region
(which are also part
of the ETI project),
however, for the bulk of
wineries, these crucial
tools to development
are missing this

vital ingredient. A
question that both
Fair Trade and Ethical
trade will need to
address is inequality.
Farms with good
working conditions
may enfranchise

one family whilst
another neighbouring
family working on a
different winery will

be disenfranchised.
This could lead to
resentment and
community tension.

We can conclude
though that there is
a net positive benefit
given the fact that>>



<< these issues
nave not really been Fair Trade Wine for Christmas

iously. Fai
¥?:(;2 Zrne(;/ Igfhﬁgal ar There are a number of good red and white Fairtrade and Fairly Traded

wines you can get for the Christmas period. Celebrate your Christmas
cheer knowing your goodwill is helping to build the lives of farming
communities in developing countries. There are two main suppliers:

Trade are helping to
clean up this industry
and demonstrates a

good first step. The Coop Stocks: Chilean Shiraz Cabernet, Chliean Carmenere,

Chilean Sémillon as well as Cape Trinity blend and Cape Unity (from the
RELEVANT Colombard grape), both from South Africa.

LINKS

Traidcraft Wines: South African Cabernet Sauvignon Merlot, Pinotage
Ethical Trading and Chenin Blanc. Chilean Cabernet Sauvignon Merlot & Sauvignon
initiative Wine Blanc.

ndex.shtm

WIETA

http://www.wosa.co.za
Wwieta.as

Buying Fair Trade
Wine:

TRAIDCRAFT
1t .)://www]
fraidcraftshop.co.uk

The Co-operative
Group
http://www.co-0p.co|

K]

WINE in GENERAL

Chilean Wine
Industry Article

business/1943461.st

Wine regions of the
world

http://www.wine
pages.com/regfirst

shtm|
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Further Links and Info.

Information on where
to buy FSC timber:

Forest Stewardship
Council
http://www.fsc-uk.info/

FSC International

Environmental
Investigation Agency

nternational.or
campaigns2.shtm

Greenpeace UK forest
homepage

http://www.fsc.org/en/

Information on lllegal
Logging:

RIIA’s lllegal Logging
website

http://www.illegal
ogging.info

World Rainforest
Movement
http://www.wrm.org.uy/

http://www.greenpeace|

WWF’s Forest
Programme
http://panda.org/
about_wwi/what_we |
do/forests/index.cfm

Friends of the Earth
forest campaigns
http:/www.foei.org]

prg.uk/forests/

Greenpeace Forest
Guardians website

hitp://guardians
greenpeace.org

Greenpeace Australia-
Pacific
http://www]

forests/index.htm

Friends of the Earth
UK

http://www.foe)
brg.uk/campaigns/

biodiversityj

Global Forest Watch
http://www]

garadiseforest.org/home]
ph
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lobalforestwatch.orgf

english/index.htm

Forestry Research
Websites:

FAO Forests
Department
http://www.fao.org/
forestry/index.js

The Woods Hole
Research Center

http://www.whrc.or
programs/forests.ht
The World Watch
Institute on Forests

http://www.
worldwatch.org/topics

hature/forests

The International
Tropical Timber
Organisation

http://www.itto.or.jp
ive/index.js

International
Institute for
Environment &
Development

http://www.iied.or
forestry/index.htm
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