CHAPTER 9			FAIR TRADE

1) Trade

Fair trade is defined as a trade that satisfies certain criteria on the supply chain of the goods involved, usually including fair trade payment for producers and often with other social and environmental considerations. 

Who benefits and who loses in the current system of globalized trade?
· Benefits accrue to those who already have the power
· Loses are shared among those without power, and ultimately the environment. 
Roots are in the colonial/capitalist system, which underlines the fact that foreign trade is a means to acquire more and more wealth. 

Comparative Advantage
Every region has an advantage in some area such as:
· Industrialized Britain was strong in manufacturing (they had an ample supply of coal and labor)
· Pre-Industrial US was strong in commodities (they had a good climate for cotton which was coupled with slave labor) 
Was the basis of the “International Division of Labor”

What are the problems with these solutions?
· Notions of value added
· Introduction of competition from global trade: thus making it not a “fair” trade per say. 

2) Solutions?

Import substitution is the attempt of a country to reduce imports by encouraging domestic products. Therefore:
· Countries will set up their own manufacturing
· Use tariffs and quotas to protect new industries
· USA, start manufacturing their own textiles which eventually leads to the end of slave trade.
Asian Tigers are: Hong Kong, Singapore, Taiwan, South Korea and more recently China.
Import substitution worked well for these regions. Why?
· They were not tied to the IMF/World Bank
· Their domestic demand was strong so they could support their industry
· They were able to export to earn foreign currency.

The process however did not work in Latin America and Africa since they:
· Owed money to the IMF/World Bank
· SAP’s were forced upon them, which increased competition from Multinational Companies.

Their export led to growth: Foul Trade
· They produce for the world economy
· For most poorer countries this meant commodities
· Most commodities are traded on speculative markets
· Increased price on fluctuations
· Leads to increasing competition from other poor countries
· Reduced balances of trade
· More loans, more debt

Institute Fair Trade Rules:
· It encourages us to take a closer look at our individual roles
· Ends speculative trade and also sets limits for pricing of commodities
· Measures fairness:
a. Democratized production
b. Share ownership of resources
c. Organize labor/trade unions
d. End to child labor
e. Better working conditions
f. Promote prices that cover production
g. Social premiums to improve overall condition
h. Promote environmental sustainability & human rights

Fair Trade in Coffee:

· 2nd most heavily traded commodity
· Fastest expanding fair trade product since it does not require additives or complex processing, therefore easy to assure fairness of trade.
· Small farmers account for growing production
· Market place becoming much more discerning
· Price for coffee fluctuates wildly and is affected by:
· Decreasing demand
· Climate and weather
· Increased competition
· Commodity trading and currency speculation
· Presently not fairly traded:
· Final price for a cup of coffe:
· 10% growers
· 10% exporters
· 55% shippers and roasters
· 25% retailers

3) A Complete Solution?

Is there a downside to fair trade? 
· Increases production costs/lower profits
· Farm maintenance
· Labor standards such as shorter hours, more benefits
· Involves barriers specific to the smallholding coffee trade
· Certification costs, economies of scale to cover coffee exports operations, stringent quality requirements and altitude constraints
· Ironically might lead to more competition
· More coffee = lowered prices
· [bookmark: _GoBack]The more systemic, historical and entrenched problems of development hinder Fair Trade
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