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Introduction 

World trade has been rising at an incredible rate for decades, about twice as fast as global production, and 

nations that have been able to participate in this wave of globalization fully have seen a reduction in the number of 

people living in extreme poverty. Most marketplaces are often dominated by a small number of multinational 

corporations, with authority to dictate terms of trade to their suppliers, driving prices lower, frequently to levels 

below the full costs of production. Small producers and laborers are left scrambling to make a living wage and are 

subject to exploitation as a result. Most multinational firms and global institutions' existing trade model has failed 

to deliver on their promise of eradicating poverty and has actually increased poverty levels. Most of the time, 

financial gain takes precedence over people and the planet. The gap between the wealthiest 1% and the rest of the 

globe has widened substantially to unprecedented levels: the richest 1% now own as much wealth as the rest of the 

world combined. Ordinary worker wages have not kept pace with rising living costs, and many are just scraping by. 

Many people continue to live in abject poverty, battling for access to land, water, education, and healthcare on a 

daily basis. The benefits of growing global commerce have not been evenly distributed. Trade liberalization has 

failed to deliver on its promise of reducing poverty. To exhibit better justice in world trade and to seek greater 

equity in international trade, the rules of trade must be reviewed. 

 

Definition of Key Terms 

Trade 

The action of buying and selling goods or services.  

Poverty 

Poverty refers to an inability to satisfy minimum consumption needs.  

Fair trade 

A trading partnership based on dialogue, transparency, and respect that seeks greater equity in international 

trade. 
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Unfair trade 

Any business practice or act that is deceptive, fraudulent, or causes injury to a consumer. 

 

Background 

In recent decades, increased global trade has been a significant contributor to economic growth in most 

countries. However, these gains have been unevenly distributed, and the current state of inequality is a consequence 

of unfair trade between and within countries. 

There are unfair power inequalities between industrialized and developing nations, and the real global 

market is far from the ideal market presented in economic theories. More economically developed countries 

(MEDCs) have exploited their power for years, while less economically developed countries (LEDCs) have 

unjustly borne the burden of commerce. However, all trading partners must make specified sacrifices for fair trade 

to occur and trade benefits to be recognized. Members of such countries should reasonably claim a fair return on 

these sacrifices in terms of the promised benefits or an acceptable compensation. While LEDCs contribute their 

essential part and assume the responsibilities that come with it and more, MEDCs do not fully reciprocate: they 

partake in the benefits while refusing to accept the sacrifices required. 

A handful of firms who have the power to set the rules and terms of trade for their suppliers often dominate 

numerous markets. For example, they can force prices down to what is often lower than production costs. By doing 

so, small producers struggle to stay above poverty and are at higher risk for exploitation; they face various barriers 

to securing their fair share of trade gains. The system diverts profits from the poorest workers for the benefit and 

use of corporate firms. As per fundamental human rights, these producers should receive a ‘living wage,’ 

understood as a wage sufficient to support them and their families above the poverty threshold. 

The World Fair Trade Organization (WFTO) defines fair trade as “a trading partnership, based on dialogue, 

transparency, and respect, that seeks greater equity in international trade” (WFTO 2020). Fair trade contributes to 

sustainable development and focuses on the human rights of farmers, producers, and workers in the Global South. 

Thus, achieving fair trade is uplifting disadvantaged workers (especially women and indigenous people) and 

advocating for changes in traditional international trade regulations and conventions. 

Unfair Trade practices and their effects 

Dumping 

Dumping is an unfair trade practice in which goods are exported at a lower price than their manufacturing 

costs. Some commodities and goods are subsidized by the EU and the US, which dump them on 

developing countries while keeping worldwide prices low. Millions of impoverished farmers in emerging 

countries are unable to compete with low-cost produce imported from other countries. 
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Forcible opening of markets 

Rich countries have long urged impoverished countries to open their markets through international trade 

agreements, partially to dump their subsidized goods there. They are increasingly relying on international 

trade agreements to break down all barriers to commerce. 

Patent rights 

MEDCs have increased the levels of protection for intellectual property rights in order to protect the 

interests of their industries, putting additional costs on LEDCs. This drives up the cost of essentials like 

seeds, medicines, and computer software. As a result, many poor people are unable to obtain the 

medication they require. Experts estimate that 14 million people die each year from preventable diseases. 

More people's lives could be spared if the cost of medicine was reduced. 

Developing countries are frequently trapped in unfavorable trade agreements with larger corporations or 

governments. They can't afford to pull out because MEDCs can easily move their business elsewhere. Developing 

countries have not benefited as much as industrialized ones from this type of unfair trade. Even those who have 

been able to avoid the resulting consequences of unfair trade still exist in fragile situations.  

 

Major Parties Involved 

World Fair Trade Organization (WFTO) 

The WFTO is a network of fair trade businesses pioneering new business models that prioritize workers 

and producers. They prioritize people and the environment over profit. Their movement is actively involved in 

discussions with political decision-makers in European institutions and worldwide fora on making international 

trade more equitable. They directly impact 965,700 people and their supply chains through their operations. 

Women make up 74 percent of these workers and the majority of the leadership. 

Fairtrade International 

Fairtrade International is a global organization working to secure a better deal for farmers and workers 

through standards and certification, support to producers, and partnership with businesses and governments. They 

assist producers in gaining and maintaining certification, and they develop and review fair-trade standards.  

World Trade Organization (WTO) 

 The WTO has a solid set of regulations and a competent structure to develop and enforce trade laws. WTO 

rules have been ratified by 164 countries, including all of the world's major trading nations, and have aided in 

reducing trade barriers that have fueled the world's phenomenal increase in commerce and prosperity. The WTO's 

fundamental rules are simple and intuitively fair. 
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The United Kingdom 

The United Kingdom is the world's biggest fair-trade market, and it continues to grow. They follow the 

mission of providing “better prices, decent working conditions, local sustainability, and fair terms of trade for 

farmers and workers in the developing world." Farmers who pay for certification are assured a minimum price, 

never falling below market level.  

European Union 

 Most countries in the EU followed the directive's approach, but a majority of member states elected 

went above and beyond the minimum protections outlined in EU legislation prohibiting unfair trade practices. They 

went above and beyond the directive's minimal protection level for farmers and small agri-food enterprises. In 

order to protect European farmers, the directive attempts to correct imbalances in the EU food supply chain caused 

by large operators versus trading partners with weak bargaining power, such as individual farmers and 

smallholders. It achieves so by prohibiting certain unfair trading practices in the agricultural and food supply chain 

that are imposed unilaterally by one trading partner on another at the EU level. Late payments and last-minute 

order cancellations for perishable food products, unilateral or retroactive contract revisions, and refusal to commit 

to written contracts are examples of this.  

 

Timeline of Events 

Date Description of event 

1950s The earliest traces of fair trade can be traced back to when Oxfam UK started to sell 

crafts made by Chinese refugees.  

1964 The first Fair Trade Organization was created.  

1960s-1970s In many countries in Asia, Africa, and Latin America, non-governmental 

organizations (NGOs) and socially motivated individuals saw the need for fair 

marketing organizations that would provide guidance, aid, and support to 

disadvantaged producers. Many new Fair Trade Organizations in the South were 

formed, and connections were forged with the emerging organizations in the North. 

Partnership, dialogue, transparency, and respect were the foundations of these 

relationships. The purpose was to improve international trade equity. 

1968 The developing countries addressed international political fora, such as the second 

UNCTAD (United Nations Conference on Trade and Development) in Delhi, to 

convey the slogan "Trade, not Aid." Instead of seeing the North take all the benefits 
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and only return a little portion of them in the form of development aid, this strategy 

emphasized constructing equal commercial relations with the South. 

2004 Across Asia, Latin America, and Africa, producers formed national and regional fair 

trade organizations. 

 

Previous Attempts to Resolve the Issue 

International Fair Trade Charter 

The interventions listed below are the most common approaches adopted by Fair Trade Organizations to enable 

change and sustain improvements.  

Creating the conditions for fair trade 

The Fair Trade movement seeks to create an environment in which public and private sector policies 

promote economic, social, and environmental sustainability in trade, allowing small producers and workers 

to achieve sustainable livelihoods by exercising their rights and freedoms and earning a living wage from 

viable and resilient businesses. There is a commitment to a long-term trading partnership that allows both 

parties to work and thrive by sharing information and planning together. 

Achieving inclusive economic growth 

Trade is not only an economic activity of exchanging products and services but a social connection 

between individuals. Fair Trade aspires to strengthen social capital by cooperating with inclusive and 

democratic groups that support education, health, and social services in local communities in order to 

spread the benefits of trade as far as possible. Due to their role in assisting marginalized and disadvantaged 

producers and employees increase their access to markets, associations or cooperatives of small and 

family-owned enterprises have long been at the heart of Fair Trade. Fair Trade Organizations support 

groups and cooperatives in their attempts to improve their capacity to run a profitable business, boost 

production capacities, and expand market access. 

Providing decent work and helping to improve wages and incomes 

Fair Trade encourages compliance with local laws or international treaties governing freedom of 

organization and collective bargaining, as well as the eradication of discrimination, the avoidance of forced 

labor, and the provision of a safe and healthy working environment. Beyond that, Fair Trade Organizations 

strive to ensure that workers in their supply chains are paid a fair wage and that small-scale farmers and 

craftspeople are able to make a livelihood from their businesses. 

Empowering women 
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Although women are often the primary labor providers, they are frequently denied access to property and 

finance, which would allow them to fully participate in economic activity and chances for social and 

economic growth. In comparison to men, women have the right to equal pay and treatment and access to 

the same possibilities. Fair Trade Organizations adhere to the principle of non-discrimination and actively 

endeavor to promote gender equity within their own operations by involving women in decision-making 

and influencing positive change more broadly. Fair Trade projects have given millions of women their first 

chance to make decisions about their household income, and data demonstrate that this improves outcomes 

in areas like health, education, and social development.		

Protecting the rights of children and investing in the next generation 

The only way to stop child exploitation is to tackle the causes and monitor compliance with national and 

international norms. Fair Trade supports organizations that assist families in making enough money 

without resorting to child labor while raising community awareness of the value of children's health, 

education, and right to play. Fair Trade also addresses the dangers that many rural communities face due to 

a lack of incentives for the next generation to pursue careers as farmers and craftspeople. Fair Trade 

Organizations provide young people with the opportunity to develop the skills they will need in their future 

working lives while remaining close to their families and communities. 

Influencing public policies 

Fair Trade Organizations strive to expand on their direct influence via their work and share their 

knowledge to incorporate Fair Trade values into mainstream company practices and government 

legislation. They accomplish this via campaigning, lobbying, and advocating at various levels of national 

and international governments. To make Fair Trade principles the norm, public policy can encourage 

enterprises to practice more trade under Fair Trade circumstances. 

 

Possible Solutions 

• A great way to reduce poverty caused by unfair trade is by creating opportunities for economically 

disadvantaged producers. Disadvantaged producers are marginalized producers, family businesses, or 

grouped in cooperatives. The government can provide subsidies to assist these disadvantaged producers 

in moving away from poverty and income insecurity and push them towards self-sufficient businesses, 

thus promoting fair trade.  

• To achieve fair trade, fair trading practices are a necessity. When trading, social and economic well-

being needs to be kept in mind, which means not maximizing profit at small marginalized companies’ 

expense. Suppliers need to respect contracts and deliver goods that are of the desired quality and 

specifications on time. Buyers need to consult with suppliers before canceling or rejecting orders. 
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Trade partners need to maintain long-term relationships based on trust and mutual respect that 

contribute to the promotion and growth of fair trade.  

• A fair payment needs to be negotiated and agreed upon during fair trade, taking into account equal 

pay for equal work by men and women. By providing fair payment to the producers, the market can be 

sustained. Additionally, fair prices are equitable shares to each player in the supply chain. This should 

be negotiated between the buyer and seller. Fair wages need to be ensured as well. Minimum wages 

can be enforced, meaning workers will be receiving sufficient amounts to afford standard living for 

themselves and their families. Elements of standard living include food, water, housing, healthcare, 

education, and other essential needs.  

• Ensuring no forced labor (including child labor) is used in the production stages. Any involvement of 

labor should be disclosed and monitored at all times to ensure the laborers’ well-being and security 

were not affected. The supply chain should be documented, and specialists can be sent to make 

personal inspections of those supply chains to detect forced labor.  

• Helping small producers develop the skills and capabilities of their employees. These skills and 

capabilities include management skills, production capabilities, and access to markets, including but 

not limited to local, regional, international markets. Fair trade practices will support these marginalized 

producer groups, thus gaining positive developmental impacts.  

• Promoting fair trade. Raising awareness of the organizations and their objectives for consumers.  
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