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This research ﬁroject employs a theoretical analysis to assess the potential
of fair trade (FT) as a solution to the problem of child labor in developing countries. The
analysis reveals that while the global price of an FT good contributes to the number of FT
households, it also increases the total working hours of children in a developing country.
Conversely, an increase in the FT wage has the opposite effect. The FT premium, which is used to
develop local infrastructure, has the effect of reducing the total number of children’ s working
hours when the proportion of non-FT households is relatively low. However, this condition is relaxed
when the supply of child labor is inelastic, which is relevant to low-income countries.
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Background. Child labor remains a significant concern in developing countries. Due to insufficient
household income, children are forced to work instead of receiving a basic education. According to the
International Labor Organization and UNICEF, the use of child labor was still over 10% worldwide, and
about 24% in sub-Saharan Africain 2020. One possible approach isthefair trade (FT) scheme. FT provides
alternative employment opportunities with higher payments for households that do not force their children
to work. In compliance with the FT standards, the employment of children is prohibited at all stages of FT
goods production. FT firms do not employ children but pay higher wages to adults and an FT premium that
is used to improve local infrastructure. However, since there are conventional firms that may increase the
employment of children, the effect of FT on child labor in devel oping countries is ambiguous. Furthermore,

this topic has not been formally analyzed in economic literature prior to this study.

The obj ective of thisresearch project isto theoretically analyze the effects of the fair trade system on child
labor, considering the supply and demand sides of child labor in devel oping countries, and to identify policy

implications.

The methodology of this study is theoretical economic analysis. Specifically, | develop an international
trade model of a small open economy with two sectors— FT and non-FT goods. | derive the equilibrium of

the model and conduct a comparative statics analysis to explore the effects of FT on child labor.

Results. | have developed an analytical model to examine the impact of fair trade on child labor in
developing countries. The study has been presented at academic conferences and has been submitted to an

international peer-reviewed journal for publication. The principal findingsare asfollows.

i.  Theeffect of theworld price of fair-trade goodson child labor. It has been demonstrated that an
increase in the FT world priceresultsin arise in the number of FT households where children are not
engaged in work. However, it increases the total working time of children in developing countries.
Thisimplies that unless the FT world price is sufficiently high to eliminate the non-FT sector, there
are still families who are not employed by the FT firm and who force their children to work even

more.

ii. Theeffect of the fair-trade farmers’ wage on child labor. This study has formally examined the

impact of an improvement in wages paid to FT farmers on the total working time of children in



developing countries. The findings indicate that the FT wage has the effect of reducing the number of
households that opt to be employed by an FT firm. However, it resultsin adeclinein total child labor
working time.

The effect of the fair-trade premium on child labor. One more essential instrument of the FT
system is the fair-trade premium, which is paid by FT firms to FT farmers’ unions to improve local
infrastructure (e.g., schools, stipends, sports facilities, etc.). | have examined the effect of the FT
premium on children'stotal working time. Thefindings are asfollows. An increasein the FT premium
reduces the total number of children’s working hours when the share of non-FT households is
relatively low. However, this requirement is relaxed when the child labor supply isinelastic, which is

relevant for low-income countries.



Strelchenko Olga Strelchenko Elena Kot Vera 13

Emerging Markets: Concepts and Determinants of Development 2022

Journal of Economic Regulation 20 - 32
DOI

10.17835/2078-5429.2022.13.1.020-032

Strelchenko Olga 105

Fair Trade system: status, trends, and prospects 2023

Kobe International University Review 31 - 37

DOl

8 2 4

Olga Strelchenko

Fair Trade: Emergence and Consequences

The 16th Meeting of the Asia Pacific Trade Seminars (APTS)

2021

Olga Strelchenko

Fair Trade: Emergence and Consequences

The 15th Australasian Trade Workshop

2022




Olga Strelchenko

The Economics of Fair Trade - theoretical approach

2022

Olga Strelchenko

Fair Trade: Emergence and Consequences

International Symposium on Trade and Green Environment. Kobe University 120th Anniversary RIEB Seminar / Rokko Forum/KUSSI

2023

Olga Strelchenko

Fair Trade: Emergence and Consequences

2023

Olga Strelchenko

The Impact of Fair Trade on Child Labor Working Hours in a Small Open Economy

82

2023




Olga Strelchenko

The Impact of Fair Trade on Child Labor Working Hours in a Small Open Economy

2023

2023




