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Fairtrade and Its Economic Analysis

Kenzo Abe

Professor, Faculty of Economics, Chuo University

[ Abstract)

This paper first gives an overview of the trend and current status
of Fair Trade (FT) in Japan, and explains the mechanism of FT and
its characteristics. Next, we will theoretically analyze whether the
Fairtrade Minimum Price and Premium can contribute to increasing
the income of raw material producers in developing countries in a
situation where the market for raw materials for FT is oligopsony and
there is Bertrand competition (price competition). The main results
are as follows. First, it should be noted that the Fairtrade Minimum
Price for raw materials reduces the profits of firms participating in
fair trade, but increases the income of raw material producers in
developing countries. Second, if the Fairtrade Minimum price isn't
set, the Fairtrade Premium will reduce the income of raw material

producers.

Keywords: Fair Trade, Fairtrade Minimum Price, Fairtrade Premium,

Oligopsony, Bertrand competition
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