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Abstract

Consumer willingnesto-pay (WTP) for Fairtrade products is an important topic in international
economicsthat examines the demand side of the market for ethically sourced goods. Under
Fairtrade, consumers who buy labeled products typically pay more than market prices and some
portion of this price premium goes towards bettering the terms of trade for predute are
considered marginalize The purpose of this research will be to examine how consumer WTP for
Fairtrade products changes under different pricing given the introduction of new information
regarding the accounting of tariffs in the price premidinis paper also seeks to examine the
relationship between charity and consumer utility and how much consumers are willing to pay for
a Fairtrade product before deciding that the price premium is not juséifieiitionally, this paper

will use consumer choe and demand as a way of determining whether consumers exhibit faith in
the government to resolvglobal socioeconomic issues. The results from the statistical and
economic models | present show tltamnsumers already have a preference for the Fairtrade
product under a system of no information other than price and label, that this preference
strengthens after being presented with a price breakdown of import tax and producer contribution
amountand thathis preference becomes even greater when told that the US government will use
the tax revenue towards international development progremeswvarm glow effect and the utility
consumers receive from making a charitable purchase is also pronouncednsunshers also
indicatea considerable trust for the government through their market choices.

Motivation

This paper seeks to contribute to the literaforeising on the demand side of Fairtrade and how
consumers change their behavior and consumptionefmdervarying information levelg the

market The scope of the paper is not limited to Fairtrade and many of the mechanisms discussed
can be applied to the greater span of consumer mafketgopics | discuss are relevant in various
subdisciplines of economiascludinginternational development and behavioral economics.

The nature of Fairtrade products makesa@aoughdiscussion withouteferences tinternational
tradedifficult. On thesupply side of this markgfairtrade goods are sourced outside of the United
Statesor developed regions in genemtd part of the revenue generated from them is for the
benefit of economically disadvantaged producers in developing areas of thé @arlde demand

side, most consumers of Fairtrade products are from developed countries, where they have more
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disposable incomand have more freedom to choose between a Fairtrade labeled good and cheaper
market alternative$For this reasonhis is amarket that necessarily spans across counffies
improvement of economic conditions of disadvantaged producers is the motive that underpins the
very existence of the Fairtrade label. Analysis of this manketg aspects from tradg thus a

natural nexstep in the researethich can help answer questions about the demandimérket

There are other reasons why analysis from a trade perspective is Gsefuktason is that it can

be used as a tool to explore imperfect information in consumer taarke success of programs

like Fairtrade depends on consumers buying products with their lalielonsumers need to have

a justification for paying a higher premium for a Fairtrade good over a cheaper market alternative.
This justification is in the fon of contributions from the revenue to the disadvantaged producers
participating in the progranThe imperfect information lies in the question of how much of this
premium gets transferred to the producers, whiely not bemmediately apparent when making

the purchaseand how much goes towards administrative or other miscellaneous factors such as
taxes Exploiting the fact that these Fairtrade goods are typically impdrted developing
countriesallows us to use mechanis such as import tax to examine how consumer preferences
change with different information about price breakdown of the product.

Tariffs area useful tooto help answer questions about consumer behavior in the Fairtrade market,

and this will bethe mainfocus of thepaper.Theseresults ould possiblybe extendednore

generally to apply to all markefBhe underlying mechanism at work here is the balance of charity

and the price of a gdronobdiying & Fairtrade goodfastrade éabeked ut i |
products have a price premium attached to them since a portion of the price goes to supporting the
producers of th@roduct® Consumers who buy Fairtrade goods typically do so because they are
willing to pay a little extra knowing that ¢hextra money will go to the producers and improve

their economic conditionsAs such, charity is factored into their utility because despite the
negative relationship between price and utility, consumers who buy Fairtrade products ultimately
choose them w@r cheaper market alternatives because they get increased utility from doing
something considered charitable a phenomenon known as the warm glow effdttinstead,

consumers were told that a portion of this price premium was the result of anah# imported

product they might reconsider their choic&siven no additional information, any money that

goes towards a tariff is money that is not going to the producers who are supposed to be the
beneficiaries of the Fairtrade premiufrhe portion 6 the price premium going towards a tariff
thuswoul d get switched over from the Acharity si
s i dirthisdwvay, tariffs can be used to analyze the tradeoff between charity and price, and at what
point consumers think it is no longer worth it to choose a Fairtrade product over a market
alternative.

Anotherusefulness of th&ariff mechanisms to underand whether people haeelot offaith in
the governmentelative tothe free marketvhenit comes to addressing issues such as global
poverty and other economic problenms the world If consumers are given a simple price
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breakdown consisting of how muamoney goes towards producers and how much goes towards
import taxand are later told thahe government will use the tax revertoefund international
development aid, their changes in preference for a Fairtrade produttlicas whether they
believe he governmentés efforts to solve these ¢
Although a simple question, this roundabout analysis can possibly answer this question more
effectively than if one were to simply ask consumengther they trust the goveanent to solve

these issues, as their market activity and demand would ultinradéate how they would choose

to use their money and whether they believe in the viability of these initiafikessmethodology

serves as a markbased way of obtaining information about consumer beliefs based on how their
demand moves in response to changes in the market.

Among prior literature, one important paper that discusses the consumer side of theeFairtra
market is astudy by Hainmueller et alvhichconcludes that there is substantial consumer support

for Fairtrade labels, although there is heterogeneity in WTP for those labeled products due to
varying elasticities of demaridlheir study analyzes conser responsiveness to changes in price

of Fair Tradelabeled productselative to nodabeled productsbut they do not analyze this
responsiveness under varying information schemes that reveal more about how price premiums
over market alternatives are detined.

Another important paper thaerves as a basis for the questions | discuss is a study by Basu and
Hicks, which explores how WTP changes when consumers are given more information about the
performancef the Fairtrade program and how much incomguisranteed to the producérghe

results from that paper showed tN&TP increased with increasing income gains to the producer
until reaching a certain point and dropping off afterwartiés paper seeks to incorporate a similar

but different mechanisry adding information on both producer contribution dollar amounts as
well as mport tax amounts included in the purchase, the latter serving as a deadweight loss
componento answer the questions about the price vs. charity tradeoff and exploring how much
faith consumers have in the government.

Methodology

| conduct a discrete choice experiment administered through Quaitties populatiorf internet
users between Odter 2017 and February 2018Bhe survey was distributetd variousonline
communitiesacross different platformacluding Facebook, Reddit, Discofsbecifically servers
with American and European usergnd survey distribution sites such as SurveyCircle and
SwapSurveyA total of 77 fully completed responses were recorded and used in this study.

Using the response data obtainedsé conditional anchultinomial logit econometric model®
analyzehowpeopl ebs preferences for shirts shifted
tariffs. | presented respondents with a choice between two shirts: a shirt made in Nicaragua with a
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Fairtrade label on it and a shirt made in USA with no laBefore prsenting the shirt options, |
provided a brief summary of Fairtrade and its missfothird optout option was included gbat
respondents would not feel forced to pick a shirt they digprefer. These choice questions were
broken down into three sectis with different levels of information presented, and the survey
itself was designed to prevent respondents from returning to previous sections to change their
answers.The first information regime consisted of three questions which only presented
i nformati on a b g aofbrigih, hakels,sahdipricdprcewas tioewomyt characteristic
that was alteredThe price of the US/no label shirt remained constant at $7.99 while the
Nicaraguan/Fairtrade shirt was priced at $8.49, $8.99, and Bed8ning with the lowest price
presented firstThroughout all information regimes, the Nicaraguan shirt was always priced higher
than the US shirt, with a $8.49 minimulMaintaining this price premium was necessary to reflect
the fact that consumers gpaying extra for a product that promigescontribute to an ethical
causethe premium essentially represents the charitable component of such a purchase

The second information scheme consisted of five questions and introduced a new breakdown of
the pice of the Nicaraguan shith this section, respondents were told that a certain portion of the
price of this shirt goes towards an import tax whitether specified portias the amount thahe
producels actually receiving from the purcha3d&e mehod | used to determine what these dollar
amounts should be was taking the price difference between the US and Nicaragganghirt
alternating between a 30% or 60% tariff on this differesea result, these choices included
shirts where the dollar xaamount was greater than the contribution to the producer as well as
shirts where the contributed amount was greater than the tax an®mmilar to the first
information regime, the price of the Nicaraguan shirt increased with each choice and as such, both
price level and tariff/contribution amount were variable characteristics in this regime.

The third information regime had the exact samuestions as the secomnegime, except
respondents were now toldat the US government was going to use the revenue from the tariff
towards international development and aid prograrhs. price and tariff levels alternated in the
same amounts as in teecond information regiméhe only difference between these two regimes
was the additional information about how the tax revenue was to be used

| chose shirtas oppsed to another commodity because it fit the two most important criteria | had
when deviping the surveyThe first criterion was the universalness of the product. | had to
choose a product that was a common purchase across most types of canswhters expensive

and considered enough of a necessity that most people would not elecott opbuying one.
Clothing was a suitable choice for this and shirts in particular are more neutral with respect to
consumer characteristics such as gender, relative to other articles of clothing such ahpants.
second criterion was the substitutalilof the product.The product that | chosemust be
considered as close to perfect substitutes as possible with respectaiocharacteristicand
attributes beyond the ones | speciyn example of a good that would not fit this criterion is coffee.

If a consumer is presented with a choice between American coffee and Nicaraguan coffee, their
choicewould likelynot onlybeinfluenced by characteristics | have specified such as priebel;

but byother attributes such as qualitgsulting inunobserved heterogeneity in the daiaffees

from different geographical locations have different reputations among consumers based on factors



such as taste, and it would not be unreasonaldggect that there would be bias towards coffee

from one of the two countries depending on which type of coffee the conpuefiers based on

these outside characteristi&hirts could perhaps experience such a bias as well (e.g. consumers
might believe oa is inherently of higher quality than the othesed on where it is maddut it

would be on a much smaller scale especially since shirts are not necessarily a luxury good and are
more of a necessity than a product such as coffee.

Theresearch itselfvas designed specifically to target consumers in developed coubtriethe

guestions themselves are constructed faddS-specific perspectivel he prices of théwo shirts

are aftertax pricesbut an import tax is only applied to the Nicaraguan simd the US shirt takes

the position of being the Hdésigned the guestions §ke this t  wi
rather than having entire country blocks (e.g. US and EU countries) that would represent a wider
range of consumers from develdpeountriesbecause it is more straightforward and less
convoluted Pr oduct | abels typically only include o
it would not be practical to include a shirt option that represented multiple developed countries.
Furthermore, the issue of how the tagvenueis to be usednvolves a specific national
government 6s budget and in order to incorpora
would have had to add many more shirt optigkdditionally incorporating tk tariff mechanism

and havingspecifictariffs apply to respective consumers across different countroesd have

made the survey much too long and too impractical for people to want to compléeay the

survey was written did not necessarily exclude consumers outside the United States from taking it
because the scena@nd choices wereutlined in such a way that a consumer living outside the

US would hypothetically assume they were buyinthaenUS markete.g. the specification that all

prices listed were in terms of USEhd the lack of an import tax on thiS shir). | later present

additional results excluding consumers outside of the US to show that the findings remain robust.

Empirical Strategy and Findings
Summary Statistics

The survey sample consisted of 77 responses multiplied bghirt choices and 13 choice
guestions for a total of 2002 observations. Of these, 116 observations were dropped due to opt
outs, leaving 1886 observat®moverall. As shown in Figure l1a in the appendix, 51% of the
respondents were male while 49% were fem@086 of all respondents were not members of a
human rights group (Figure 1A.majority of respondents (57%) were in the28year oldage
group, followed by 19% in the 280 year old group, 13% in the 40+ year old group, and 10% in
31-39 year old group (Figure 1ckinally, among demographic information, the educational
background of respondents is shown in FigureTheé majority of repondents had at least some
college experienc&6% hadcompletely as far a& 4year degreavhile 27% had some college or

a 2year degreeand 21% had a postgraduate degidés of respondents had obtained as far as a
high school diploma or equivalent ab®o had less than high school.

The survey also obtained information about re
consumer backgroundrigure 2 in the appendix shows the distribution of the social igbads
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respondents care abodthe vastmajority of respondents care about issues such as fair labor
standards and workplace safety, child labor, poverty and inequality, animal cruelty, and whether
products were ethically sourcefl.smaller portion of respondents (21%) cared about supporting
Americanmade goods while 5% did not care about any of these isBiggge 3 shows how
respondents rated the importance of certain factors when making a purchasing d&sisisaid

that the pice being as low as possible was moderately, very, or extremely impdtame. same

time, oughly 79% (accounting for rounding erronsjlicated that proceeds of the purchase going
towards disadvantaged producers was moderately, very, or extremelyanmga contrast, over

half the respondents indicated that it was of no importance that the shirt is made in USA.
Respondentsdé familiarity with t hdeshoWwssAbauttar ade
guarter of respondents were not at all faanilvith the labelnd only about 14% were extremely
familiar with it. The overall responses tended to be skewed towards unfamiliarity with the label
rather than complete familiarityRegarding consumer habits, there iwide variation in both
budget and mmber of shirt purchases. Figure hhows respondent sé annual
shirts, wherethe largest group about 3%60 has a budget of $10830Q About 69% of
respondents purchase between 2 to 7 shirts anraral25% purchase more than 7 shirts a year,
indicating that shirts are a fairly common purchase among most respoftguts 6)

Statistical Moded

For the regression portion of the data, | tls®e separatgistical modes to crosscheck the

resuts with each othefThe first category consists of four conditional logistical models that use
dummy variables. The second category consists of three conditional logistical models, but without
the use of any dummy variables. The third category consisitse#classic multinomialogistical

models without the use of any dummy variabldkthree categoriesse Choice as the dependent
variable with the shirt attributdsPrice, TariffLevel, and Country of Origith as the independent
variablesThe Label othe shirt is omitted from the models because of collineanitye the same

label is attached to the sam@&responding country of origin every question

In the first category with dummy variable conditional logistical modéis, data | discuss is
divided into two subsets. In the first subset, | explore how shirt preferences change from the first
information regime to the second regiriidis seeks to answer how the likelihood of picking one

of the shirts changes when [ first present the breakdownpairintax amount andontribution to

the producerin the second subset of the analysis, | explore how shirt preferences change from the
second information regime to the third. The underlying question in this portion is how the
likelihood of choosing the sae shirt changes when | present information on how the tax revenue
is to be used by the government.

Each subset of the analysis includes two different models. In the first subset, the first model
regresses Choice dtrice, Tariff, and Made in Nicaragug@ince each observation is one possible
choice in the shirt questions, they are grouped by ID corresponding to the respoakieigt the
choice The observations are limited to the questions corresponding téirsheand second
information regimes since these are the regimes discussed in the first subset of the bnidlgsis.



survey, questions 3, 4, and 5 correspond to the first information regime, questidosiespond
to the second regime, and questiohdl® correspond to the third regime. Observations are filtered
accordingly.Thus thefirst modelin Statafollows the form

Choice= iFrice+ Tariff + sMicaraguaif QuestionO10, grouplD) (1)

To analyze howhelikelihood of choosing the Nicaraguan shirt chasfgem the first to the second
information regime, the second model additionally includes an Information dummy variable where
0 indicates that the choice question belongs to the first regime and 1 iadiGtié belongs to the
second regime

Choice= iFrice+ Tariff + sMicaragua+ 4lbfolif QuestionO10, group(D) (2)

Each coefficientsignifies the likelihood of choasg a shirt with that particular attribut@.he
coefficient of interesin both models iz and in order to answer the question of how the likelihood
of choosing the Made in Nicaragua shirt changjésok to see how this coefficient changes in
magnitude from the first to the second modéker the inclusion of the Information dummy
variable.

The models of the second subset are similar to those of the first with the exception of the questions
and observations involved attte inclusion of aifferent Information dummy variabl&ince this

second subset deals with the second and third information regimes, observations from questions
3, 4, and 5 are filtered authe first model is:

Choice= iFrice+ Tariff + sMicaraguaif Questiond 6, 1@)r o u p @)

The second model includes a different Information dummy variable than the model from the first
subset. In this new variable, observations from the second information regime take on a value of
0 while observations from the third regime take on a value of 1.

Choice= iFrice+ Tariff + sMicaragua+ 4Ibfo2 if QuestionO6, group(D) (4)

As with the first sub ss¢otanalyze hoe the lixedifoddiofcchoesmg o f
the Made in Nicaragua shirt changes when | present information about how the import tax revenue
from the shirt is to be usdxy the government.
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In the second category of conditional logistical models with no dpwariables| analyze each

of the three information regimes separatépch model regresses Choice on the different shirt
characteristics, and | compare the coefficient on Made in Nicaragua to analyze how the likelihood
of choosing the shirt changes across the three regirheshree models corresponding to each of
the thee information regimes are as follows:

Choice= Mrice+ ,Micaraguaif QuestionO 5, I@)r oup ( (5

Choice= iFrice+ oTariff + sMicaraguaif Questiond 6Quéstion0 1 0, IDyr o) p (

Choice= iFrice+ ,Tariff + 3Micaraguaif Questiond 1 1, IDyr o u g7

The model corresponding to the first information regime does not include the Tariff variable since
that information was not providdd respondentwith the set of questions in thelhoicegroup.
Observations are filtered based on which questions correspon@ t@spectivenformation
regime: Questions-3 for the first regime, A0 for the second, and 4Ib for the third. The
coefficiensof interest in this model sateb,i N mo d e lzinfdalédls (6 and (7)o analyze
how preferencechange, | compare these three coefficients and their significance levels ® asses
how the likelihood of choosing the Made in Nicaragua shirt changes through each regime.

In the third and final category afiodels, | use thremultinomiallogistical models with the same
regime breakdown as in the second model categtrigh uses conditional logistical models
Observations are filtered the same way, with the only difference being thauttieomiallogit
models are not grouped by respondent:

Choice= ob iMrice+ oMicaraguaif QuestionO 5 (8)

Choice= ob iMrice+ ,Tariff + sMicaraguaif Questiond 6Quéstion0 1 0 (9)

Choice= o iMrice+ Tariff + sMicaraguaif Questiond 1 1 (10)

Mirroring the second model categor ygzinmotlee coef
( 8) sanmmddelb (9) and (10Y.he changes in magnitude and/or direction of these coefficients

will indicate how the likelihood of choosing the Made in Nicaragua shirt changes across the three
information regimes.



There are a few reasons for usinggédifferent model typesThe fird two model groups provide

two different ways to model the data using clogit. Clogit models choice as a function of the
characteristics of thehirt options This is useful for our purposes in this paper since all the
independent variables are the shirctteristics and we would like to know how the country/label
characteristic influences r eAdditombyesetttnguponei kel i
system to use dummy variables and another to model each information regime independently
provides two different methods to use clogit to answer the question of infefelédw these

results with standanchultinomial logitmodels for comparison purposés the following section,

| show that results across all three model categories rdaidinconsistent overall.

Results

| provide both clogit and mlogit estimates for comparisetween the three types of modéRrst
discuss the resultsf the conditional logit models with dummy variabl&able 1 in the appendix
shows the resultegression (1¢orresponding tthe firstdatasubseusing only observations from

the first and second information regim&eginning with Price, the negative and statistically
significant coefficiena t U orOtheO/driable shows that all else heldagthe likelihood of
choosing a shirt goes down with an increase in piiités is an expected and unsurprising result
which helps indicate that the model is robust, as a positive coefficient would immediately make
the model questionablé he coefficienton Tariff is small and negative, indicating that the
likelihood of choosing a shirt goes down (though not by much) with an increase in the percentage
of the tariff. However, this result is statistically insignificamhe coefficient on Nicaragua is
positive and significant at the 1% ley@hdicating that a shirt has an increased likelihood of being
chosen if it is Made in Nicaragua.

Table 2 shows the results of regression {@ich adds the Information dummy variabléne

coefficients on Price and Tariff do not change much except for a slight increase in magnitude; the
direction still remains negative for both and Price is significant at the 1% level while Tariff remains
statistically insignificantThe addition of thénfol dummy variable and the subsequent change in

the Nicaragua coefficient will indicate how preferences chafe. coefficient on Nicaragua

remains positive in direction and increases in magnitidether words, the introduction of
informationabouta r i f f s i ncreased respondentsoé | ikelihc
between the first and second information regimes

Tables 3 and 4 describe the results of the two models from the second data subset using only
observations from the second ahdd information regimesTable 3 shows the results of model

(3). Similar to the previous models, Price and Tariff have negative coefficients except this time,
the coefficients of both are statistically significant at the 1% level. Thus the likelihabdo$ing

a shirt goes down with an increase in puaceariff level, all else held equal he coefficient on
Nicaragua is again positive and significant at the 1% level.

Table 4 shows how these results change with the addition of the Info2 dummy e/ariadl
coefficients on Price and Tariff remain unchangbderestingly enough, the coefficient on
Nicaragua also remains unchangéte coefficients for all three are significant at the 1% level.
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The data indicates that respondentsd preferen
additional information on howhe import tax revenue was t@ lused by the governmer@ne

important detail to note is that the Nicaragua coefficientains uncanged in the table produced

by Stata due to rounding, as the original output provides estimates with more significant figures

that show a very slight increase in preference that could be considered negligible in this model.

To supplement these results]d@include the same four models shown except | replaced Made in
Nicaragua with Made in USA to see how preference for the US shirt charad#s.5 shows the
results of model (1) with this chandepaints the same picture regarding Price and Tariff, ith
negative and significant coefficient on Price and negative but insignificant coefficient on Tariff.
However, while the coefficient of the Nicaraguan shirt was positive, the coefficient on the US shirt
is negative, and significant at the 1% lew#ith the addition of the Infol dummy variablethe
second modelthe US coefficient increases in magnitude becomes more negatij€able 6).

The results of the second data subset also mirrorethdts of themodels with the Nicaragua
variable The coefficient on USA remains negative and significant, and the addition of the Info2
variable does not change its valuken reported to three decimal pla¢€ables 7 and 8)These
results support the ones obtained in the original models with theayiga variable. While the
likelihood of choosing a shirt that was Made in Nicaragua is positive, the likelihood of choosing a
shirt that is Made in USA is negativ@his is a result that does not change throughout all
information regimesand in factthe Ikelihood of choosing the Nicaraguan shirt increasesthe
likelihood of choosing the US shirt decreasath more information.

As a final measure of thoroughness, | also run the same original four models limited to
observations from respondents livimgthe US for the sake of comparing it to the larger overall
datasetObservations belonging to 26 of the original 77 respondents are filtered out. The results

of these regressions are shown in Tablé2 As always, the coefficient on Price is negatine a
significant at the 1% level in all four models. However, despite Nicaragua having a positive
coefficient, this result is statistically insignificant in the first two models which involve the first

and second information regiméBables 9 and 10)n other words, between the first and second
information regimes, U$esiding respondents were effectively indifferéetween the US and

Ni caraguan shirts and presenting them with a
change thisOne otheiinteresting detail to note is that the addition of the Infol dummy variable
resulted in Tariffds negative <coef 0% levelent be
Presenting USesiding respondents with the import tax breakdown of the Nicaragugn sh
resulted in the likelihood of a shirt with a higher tariff being chosen to decrease, a logical finding
that works much the same way as an increase in generalfgweseresuls change in the last two

models concerning the second and third informatemimes(Tables 11 and 12)n both models

Price, Tariff, and Nicaragua are all statistically significant at the 1% level, with the coefficient on
Price and Tariff negative and Nicaraguasitive.Additionally, theinclusionof the Info2 dummy

variable abes not change the Nicaragua coefficiastit is reported in the tabl8imilar to the

overall data pool, providing these respondents with information about how the import tax revenue

is to be used does nsignificantlychange their preference for the Nicaraguan shirt.
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Next, | discuss the results of the second category of conditional logit mathelsesults of model

(5) corresponding to the first information regimee shown in Table 13he coefficient on Price

is nggative and significant at the 1% levdlhe coefficient on Nicaragua is also positive and
significant at the 5% leveln the results of the second information regime model in Table 14,
coefficients on Price and Tariff are negative and significant at%héetel (with the coefficient

of Price decreasing in magnitude relative to the first information regiite coefficient on
Nicaragua increased in magnitude between the first and second information regimes, from 0.61 to
1.79, now significant at the 1% lelv Table 15 shows the results of the third information regime
model.The coefficient on Price is still negative and significant at the 1% level (though it increased
in magnitude relative to the second information regime) and Tariff is negative andcsighit

the 5% level, with a slight decrease in magnitude relative to the second information igshe.
importantly, the coefficient on Nicaragua is still positive and increased in magnitude even further,
from 1.79 to 1.94at a 1% significance levelhere was a positive likelihood of respondents
choosing the Nicaraguan shirt in the first information regime, which only increased with more
information added in both the second and third regiriée results of the first and second
information regimes mah the results obtaineith the previous conditional logit models with
dummy variables, however the results of this second set of models regarding the effects of the third
information regimedo not entirely match up witthe results of the first set of mdddn the first

set of models, we concluded that there were no changes in preferences for the Nicaraguan shirt
between the second and third information regimes. However, this set of models shows that there
was a change in preferences, and that being geedvinformation about how the government is to
use the import tax revenue further increased
shirt.

| also run these same conditional logit models restricted to respondents living in the US to check
whether the results remain identicdibles 16, 17, and 18 show the results of the first, second,
and third information regime models, respectivalyithin the first information regime, the
likelihood of choosing the Nicaraguan shirt is still positive, however it is not statistically
significant. In effect, US respondents were indifferent between the Nicaragddss shirtsin

the first information regimethough with a slight indication of possible preference for the
Nicaraguan shirtin the second information regime, the coefficient on the Nicaragua shirt
increased to 1.35 and is significant at the 5% leMaik coefficient increases yet again in the third
information regime, from 1.35 to 1.49, at a new significance level ofAl¥tough the results do

not exactly mirrorthe results of the entire pool of respondents, the movement of preference
between information regimes is the saniée likelihood of USrespondents choosing the
Nicaraguan shirt increased throughout each information regime

The final set of models | discuss is the regufadtinomial logistical model setfTable 19 shows

the results of model (8)pertaining to the first information regim&he coefficient on Price is
negative and significant at the 1% levé@he coefficient on Nicaragua is positive at 0.73,
significant at the 5% levellable 20 shows the results of the second information regime model.
Price and Tatriff are negative at the 1&gel for both, while the coefficient on Nicaragua increased
to 1.97, significant at the 1% levélleanwhile, the results of the third information regime model
in Table 21 show that the coefficient on Nicaragua increased yet again t@l2d Significantat
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the 1% levelThus the likelihood of choosing the Nicaraguan shirt increfreadlthe firstto the
second information regime and agdiom the secondo thethird information regime. These
results mirrorthe results obtained in the second set of models, the conditional logit models with
no dummy variableBeginning with the first information regime with no information about the
shirts other than price, | abel , o&chabsingthee nt ry
Nicaraguan shirt was positive. Their likelihood of choosing the Nicaraguanrstigased when
presented with the breakdown of tariff amount and producer contribution arfbeirtlikelihood

of choosing the Nicaraguan shirt increasedhferr when told that the US government planned to
use import tax revenue towards international aid progr&ssentially, the second and third sets

of model$ conditional logit with no dummy variables anmailtinomiallogitd corroborated each

ot her 6 s in partial dontragjcsian to the results of the first set of modétls conditional

logit and the dummy variable setup

As with the previous two model sets, | run the samétinomiallogistical regressions limited to
respondents living in the USable 22 shows that the coefficient on Nicaraguathe first
information regimes positive but not statistically significant, which is the same result obtained in
the conditional logistical regression of the second modelrsttte seond information regimehe

same coefficient increadand is statistically significant at the 1% ley&able 23) Finally, in the

third information regime, the coefficient increased to 1.64 (from 1.47), again statistically
significant at the 1% level (Table 24)hese results mror the ones obtained by the second set of
conditional logistical modeldJS respondents were effectively indifferent between the US and
Nicaraguan shirt in the first information regime, then their likelihood of choosing the Nicaraguan
shirt increased ithe second regime, and increased further in the third redhespite varying
levels of statistical significance compared to the overall data peferences among US
respondents move in the same directions as the larger pool of respondents in adbtlelksets
reinforcing the argument that the survey setup is robust enough to capture consumer preferences
in the US market.

Discussion

What these results have indicated is teapondents have a preference for the Fairtrade shirt from

a developing cautry, even before presenting them withy additional information about where

their money goes and how it is uséddhis is an unsurprising result given the profile of the
respondents, which indicates that they are socially and ethically constigeseral And yet

when they are presented with a breakdown of how much of the price of the shirt goes towards the
producer and how much goes towards a tax, their preference for the Fairtrade shirt becomes even
strongerWe can infer from this that ha\graccess to more informatiabout the produéhcreases
respondentsd propensity to make charitable pu
labeling program is to improve economic equity in disadvantaged regions of the arlanswer

to thetitular question of this papes that having more information about tariffs increases the
overall likelihood that consumers will choose the Fairtrade shirt.
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This finding helps us understand how preferences change between different levels of information
However, one of the economic questions | posarliersectionss regardinghe balance between

price and charity and at what point consumers find that the price premium is not worth the purchase

of a Fairtrade shirtTo answer this, | present additalneconomic models that involve basic

demand and inverse demand functidfigures 7, 8a,and8obn t he appendi x show
fitted aggregate demand curvies the Made in Nicaragua shiidr each of the thremformation
regimes. The quantitydemanded, on the horizontal axis, is determined by the number of
respondents who picked theddraguan shirat each of its price level&or the first information

regime, this is simply the original three prices of the shirt ($8.49, $8.99, and $9.9@) slrvey,

the second and third information regimes had repgptices with different tariff and contribution

levels. Fortheetwor e gi me s, |l calculate a fAreal priceo d

Real Price= Original Pricei Contribution

This real pricas a way of showing the effective price consumerswhigh reflects their utility
of theshirt itself including tax and minus the charitable component represented by the contribution
to the producer.

Figure 9 shows all the fitted aggregate demand cuorethe Nicaraguan shirt superimposed on
one anotheiThe graph makes it easier to see that the demandaithe first information regime

is the most inelastic. After being provided with information about tax and contribution breakdown,
the market denra curveof the second regime becomes more elastic relative to the first regime.
Finally, after being provided with information about how the government will use the import tax,
the demand curvef the third information regime becomes slightly more ine&asgain relative

to the second regime, though not as much aBrgtenformation regimeTreating each regime as

a separate market, this means thatquantity demanded by respondents was more responsive to
changes in price in the second market/regiat&tive to the first, bubecame slightly less sensitive

in the third regime relative to the secohmdother words, under thiird market where thavailable
information to consumeiiscludes bothhe price breakdown aidh e gover nment 6s pl
to use import tax revenyany increase or decreasele price of a Fairtrade, Made in Nicaragua
shirt will not change the quantity of shirts demandsdmuch as it would in the second market
where the only information available to consumers is the prizakidown.

This analysis of elasticity sets the groundwork of describing how responsive consumers are in
general to changes in price of the Fairtrade shirt, but to try to specifically pinpoint where in this
real price range consumers feel the extra monegswthe Fairtrade shirt is not worthlipresent
modelsakin to inverted demand curve8dditionally, these models also separately include the
number of US shirts chosen by respondents. Given the nature of market demand and how the
guantity demanded gerally decreases with an increase in prasging the demand for the US

shirt into the analysis helps us see at which price level(s) the demand for the Nicaraguan shirt drops
off and switches over to the US shifigure 10 shows the amount of Nicaragsairts chosen vs

US shirts chosen for the first information regime. Unlike the previously discussed demand curves,
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this graph has Price on the horizontal axis and Quantity Demanded on the verti@aamints

for each shirt are plotted with a fittduhe for each to estimate their respective linear inverse
demand curvesince the US shirt serves as the control in the survey and its price remains constant
andbelow the Nicaraguan shirt, | compare both shirts with respect to the price of the Nicaraguan
shirtas it increasedn the three price levels shown in Figure filtenumberof Nicaraguan shirts

chosen was higher than US shirts at the first two price levels before preferences switched in favor

of the US shirt at the $9.99 price lewdking fittedl i nes t o model each shirt
to Nicaraguan priceand based on their functional forptise intersection in the demand of the two

shirts is at$9.08 This is a 13.64% price premium relative to the price of the US Baigied on

this sinple modelin the first information regime, respondeats a wholavere willing to tolerate

a Nicaraguan/Fairtrade shirt prigp to 13.64%more expensive than the US shirt before switching
preferences over to the cheaper US,-ladreled shirtThis essentlly represents the point where

the effect of price and its fAexpensivenrnesso O
making in this market.

Unli ke the first information regime, the secol
that discounthe producer contributi@ or the charitable componénbf the purchase order to

analyze demand based on the pfarahe shirt itself(i.e. based orthe utility the consumer would

get from using the shirt separate from the utility the consumer would get from contributing to a
cause) Figures 1l1la and 11bhow the same inverse demand curves for the second and third
information regimes, respeetly. As with the demand curves for the Nicaraguan shirt, the prices

in these graphs are calculated with the same formula as the demand curves in Figures 8a and 8b.
Each graph has five observations at six different price points (two observations at $8i58§).

the two fitted demand curves for each shind their respective functional forpihie point of
intersection in the second information regime in Figlta is just below the $8.59 price pqint
specifically at $8.56This represents the point whehe tpreference for the US shirt overtakes that

of the Nicaragua shirtgiven the introduction of information about tariffs and the real prices
generated from thatThis is a 7.13% price premium relative to the price of the US $&hiRigure

11b, the intersection poirg between the final two price levels, at $& 78 9.26% price premium

relative to the US shirln the second regime, respondents were willing to tolerate a Nicaraguan

shirt price up to 7.13% more expensive than tisestirt whereas they were willing to tolerate up

to a 9.26% pricgoremiumrelative to the US shirt in the third reginfes sent i al | y, res
willingness to pay a higher price for the Nicaragua shirt increased when told that the US
government was plammg on using the import tax revenue foternationaldevelopmentind aid

programs.

This result helps corroborapart of the resultebtained irstatisticalmodel sets 2 and Since the

second and third information regimes share the same real pricks, leve can compare
respondentsodo price premium tolerance | evels b
percentage point increasa this willingness to payfrom the second to the third regime.
Respondents effectively had a higher threshold in the third regime, where their preferences
switched over to the US shirt at a higher price les@nparedto the second regimelhis
supplements he earl i er statistical rlikehodd of €hoagihng ¢ h s h

14



the Nicaraguan shirt increased in the third information regime relative to the segendhough
the two results do not necessarily mean the same. thing

This leads tolte final remaining questioaf whether consumers have faithtim government
relative to the free market when it comes to remedying issues such as global income inequality or
poverty. Results from the second and third information regimes can help answebDélkjste

results from the first model set showing no difference in preference féathieadeshirt between

these two regimes, the second and third model sets as well as the analysis from the economic
modelsstrongly indicate that preference for tRairtrade shirt increased further in the third
information regimel argue that this shows an overall trust for the governmedtheir efforts to
alleviateglobal economic issue¥he only difference between the two information regimes is the
additional disabsure of how the government planausethe import tax revenue from tlséirt, in

the third regimeln response, respondents were more likely to choosEdingadeshirt and had

a higher price tolerance forit.f one di d not b e labiléyvtoehelp resoMehe go
these economic issues or did not believe that the government would at least carry them out in good
faith, their preference for theairtradeshirt would most likely stay the same or even decrdase.

could be argued that the str@mgpreference for thEairtrade shirt in the third regime is a given

since respondents would have already signed away the import tax amounts as a deadweight loss
the second information regime and that being later told that there could be at leasssuiness

to that tax contributionvould increase their preference for the Fairtrade SHotwever, | argue

that this reasonably would not increase their preference for the shirt if they did not actually believe
that that revenue would be made usefuhdaetheir trusting of the government to make a positive
contribution to this issudf respondents truly believed that the government is not capable or
trustworthy enough to make a positive difference, it is more reasonable to expect that preferences
would not change even when accounting for the deadweight loss of the tax in the second
information regime

Ultimately what ties everything together is the access and availability of information. Earlier in
the paper, | hypothesidehat respondents may recaiesi choosing the Fairtrade shirt when told

that a portion of the price premium they pay is actually the result of a tariff. However, these results
imply the oppositeHaving more information about where their money goes increases their overall
confidence ad preference for the Fairtrade shithe fAchadiin ycdmasdmer sb
functions is strong enough that they are willing to purchase the Fairtrade shirt as long as some
portion of the price premium is going to producers, even if the rest goasd®vax| argue that

this serves as evidence in favor of increased transparency in market transactions, particularly ones
that involve a charitable aspect in the purch¥gigh more information available, consumers are
given a better idea of where their money goes and seeing this quantified as they make their
purchases amplifiethe warm glow effect and helps further justify their charitable purchase.

Limitations

This study is not without its limitations which may et the applicability and usefulness of the
results.The first of these is the fact that the survey was conducted among a population of internet
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users. Due to the widelyonnected nature of the internet and social media sites, internet users may
be more soially and ethically conscious relative to the general population.cthikl mean that
respondents are predisposed towards choosing FaHtded goods and thus preferences would

be skewed towards labeled produé&tgossible future step in the reselawould be to replicate

the study among consumers in the general populafinather limitation is selreported data.

Since respondents are the ones indicating what their choices would be in hypothetical
circumstanceghere is no certainty that they dreing truthfuland that the choices they indicate

in their response reflect their actual consumer spending habits and cRalzed to this issue is

the problem of surveys and selection bias, since respondents are people who elected to take the
surveyvoluntarilyand may not represent the views of the general populddoa other possible

source of concern about the general study is the effectiveness of the survey in conveying
information and respondents subsequently taking them into account when answering the questions.
For instance, the distinction between the datdénsecond and third information regimes comes

only from the fact that the third information regime provided additional written information about
how the government will use the income tax from one .skot the differences in the two data
groups to meanrgithing, it is necessary that respondents have read and understood the statements
andthe provided information and incorporated that into their subsequent ch&weesmaking

the statements stand out visually and expressing them clearly is no guaraintespitbndents will

choose to read and use the provided information; this issue essentially stems back to the problems
regarding selreported dataA related problem ighe issue of shirt characteristic endogeneity and

that respondents may have preconediideas abouwtertaincharacteristics of the shirbmsed on

other variablesdespite the preface to the questions making clear that any information not provided
is assumed to be the same. For example, the quality of the two shirts is not a charasieeisfic

in the surveyif is assumed to be the same between both shirts), but respondents may come to the
table believing that one shirt will be of higher quality than the ottesed ona different
characteristic | mentiofe.g. a shirt made in the W8Il be a higher quality product than one made

in Nicaragua)Aside from changes in survey desigasnitigate these issuesther possible ways

to modify the research in the future could include changing the methodology entirely and
conducting a study based on consumer and market data which might be obtainable.

Conclusion

As people becommore exposed to social and ethical issues in the world téalaygdations and

programs such as Fairtrade play an increasingly prominent role in consumer ntéoketser,

there is stildl a lack of <clarity odhowmueh consu
of it benefits economically disadvantaged peoflkis study provides evidence that giving
consumers more detailed price breakdowns and more information about thetaskiofrevenue

increases their preference for an ethically sourced prothait makes someocially and
economically conscious contributionhe warm glow effect and the positive utility they receive

from making a charitable purchase is particularly strong and knowing more about how much of a
premium is taxedloes not inhibitheir preference, but rather justifies it since they can see that at

least some portion goes towards disadvantaged produ@ersop of this, consumers place a
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notable amount of trust in the governmamhelp solve these socioeconomic isdagfdicating

an even stronger preference for charitable purchases when told that the government will use the
import tax revenue generated towards internaticsh@velopmentaid. The availability of
information in the market plays a pivotal role, and there is a caseganizations whether private

or public to pay greater attentiémthis factor when forming their policiesd practices
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Appendix A: Tables and Figures

Figure Ja: Gender Distribution Figurelb: Human Rights Group Membership
. Choice : Choice
Field Count Field Count
Male 51% 39 Yes 0% 8
Female 49% 38 Mo 90% 69
L 77

Figurelc: Age Distribution

13%%

10%

o7%

19%:

. 18-24 years old . 23-30 years old . 31-39 years old . 40+ years old
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Figureld: Education Distribution

21%

36%

. Less than high school . High school diploma or equivalent

1%k
145G

. Some college or 2 year degree

B ¢ veardegree [ Postgraduate degree (Master's, PhD, etc)

Figure 2: Social Issues Respondents Care About

Field

Child labor

Animal cruelty

Supporting American-made goods

Ethically sourced products

Poverty and inequality

Fair labor standards and workplace safety

Mone

20

Choice
Count

58

52

16

a1

56

59



Figure3: Important factors when making a purchase

Field

The price is as low as possible

The T-shirt is made in USA

The proceeds from the Fairtrade shirt go towards helping
disadvantaged producers improve their standard of living

Extremely
Important

22

22

Figure4: Familiarity with Fairtrade label

Extremely familiar

Wary familiar

Slighthy familiar

Mot familiar at all

Very
important

7

22

B Count

21

Moderately
important

26

21

Slightly
important

Not at all
important

39
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Figure5: Annual budget for purchasing shirts
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Figure6: Average number otshirts purchased yearly
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Table 1: Clogit regression for first data subset with no information

(1
VARIABLES choice
price -0.563%%*%*
(0.125)
tariff perc -0.00363
(0.00317)
C NIC 0.736%**
(0.210)
Observations 1,168

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1

Table 2: Clogit regression for first data subset with information

(D
VARIABLES choice
price -0.567%**
(0.125)
tariff perc -0.00624
(0.00405)
C NIC 0.817%**
(0.224)
Infol 0.156
(0.151)
Observations 1,168

Standard errors in parentheses
Rk p<0.01, ** p<0.05, * p<0.1
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Table 3: Clogit regression for second data subset with no information

(D

VARIABLES choice
price -0.602%%*

(0.112)
tarift perc -0.021 1%**

(0.00520)

C NIC 1.955%%**

(0.319)
Observations 1,442

Standard errors in parentheses
ok p<0.01, ** p<0.05, * p<0.1

Table 4: Clogit regression for second data subset with information

(D)

VARIABLES choice
price -0.602%***

(0.112)
tariff perc -0.021 1***

(0.00520)

C NIC 1.955%**

(0.319)
Info2 0.00307

(0.105)
Observations 1,442

Standard errors in parentheses
*#% p<0.01, ¥* p<0.05, * p<0.1
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Table 5: Clogit regression for first model of first subset but with USA instead of Nicaragua

(D
VARIABLES choice
price -0.563%**
(0.125)
tarift perc -0.00363
(0.00317)
C USA -0.736%**
(0.210)
Observations 1,168

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1

Table 6: Clogit regression for second model of first subset, with USA instédidashigua

(D
VARIABLES choice
price -0.567%%*
(0.125)
tariff perc -0.00624
(0.00405)
C USA -0.817%**
(0.224)
Infol 0.156
(0.151)
Observations 1,168

Standard errors in parentheses
A% p<0.01, ** p<0.05, * p<0.1
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Table 7: Clogit regression for first model of second subset, with USA instead of Nicaragua

(D

VARIABLES choice
price -0.602%**

(0.112)
tariff perc -0.0211%**

(0.00520)

C USA -1.955%%%*

(0.319)
Observations 1,442

Standard errors in parentheses
**% p<0.01, ** p<0.03, * p<0.1

Table 8: Clogit regression for second model of second subset, with USA instead of Nicaragua

(1)

VARIABLES choice
price -0.602%**

(0.112)
tarift perc -0.021 1 %%

(0.00520)

C USA -1.955%%**

(0.319)
Info2 0.00307

(0.105)
Observations 1,442

Standard errors in parentheses
**% p<0.01, ** p<0.05, * p<0.1
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Table 9: Clogit regression for first model of fistbset, limited to U&esidents

(D
VARIABLES choice
price -0.719%%**
(0.162)
tariff perc -0.00513
(0.00399)
C NIC 0.220
(0.261)
Observations 776

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1

Table 10: Clogit regression for second model of first subset, limited to US residents

(D
VARIABLES choice
price -0.722%%%
(0.162)
tariff perc -0.00866*
(0.00511)
C NIC 0.328
(0.278)
Infol 0.210
(0.189)
Observations 776

Standard errors in parentheses
*E* p<0.01, ** p<0.05, * p<0.1
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Table 11: Clogit regression for first model of second subset, limited to US residents

(D)
VARIABLES choice
price -0.718%**
(0.141)
tarift perc -0.0223 %%
(0.00641)
C NIC 1.472%%*
(0.390)
Observations 960

Standard errors in parentheses
¥ p<0.01, ** p<0.05, * p<0.1

Table 12: Clogit regression for second model of second subset, limited to US residents

(D
VARIABLES choice
price -0.718%%x*
(0.141)
tariff perc -0.0223%**
(0.00641)
C NIC 1.472%%**
(0.390)
Info2 0.00227
(0.130)
Observations 960

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1
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Table 13: Clogit regression for first information regime

(1)
VARIABLES choice
price -0.607*%*
(0.206)
C NIC 0.611%*
(0.292)
Observations 444

Standard errors in parentheses
**% n<0.01, ** p<0.05, * p<0.1

Table 14: Clogit regression for second information regime

(D)
VARIABLES choice
price -0.544 %
(0.155)
tariff perc -0.0238%**
(0.00714)
C NIC 1.78%%*
(0.439)
Observations 724

Standard errors in parentheses
*H*F p<0.01, ** p<0.05, * p<0.1
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Table 15: Clogit regression for third imfoation regime

(1)
VARIABLES choice
price -0.606%**
(0.155)
tarift perc -0.0164**
(0.00721)
C NIC 1.936%**
(0.444)
Observations 718

Standard errors in parentheses
ik p<0.01, ** p<0.05, * p<0.1

Table 16: Clogit regression for first information regime, limited to US residents

(1)
VARIABLES choice
price -(0.792%**
(0.272)
C NIC 0.214
(0.365)
Observations 296

Standard errors in parentheses
K p<0.01, ** p<0.05, * p<0.1
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Table 17: Clogit regression for second information regime, limited to US residents

(D
VARIABLES choice
price -0.671%**
(0.199)
tariff perc -0.0271%%**
(0.00896)
C NIC 1.351%**
(0.543)
Observations 480

Standard errors in parentheses
**% p<0.01, ** p<0.05, * p<0.1

Table 18: Clogit regression for third information regime, limited to US residents

(1)
VARIABLES choice
price -0.702%**
(0.192)
tariff perc -0.0160%*
(0.00880)
C NIC 1.489%**
(0.537)
Observations 480

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1
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Table 19: Regular logit regression for first information regime

(D
VARIABLES choice
price -0.724%%*
(0.224)
C NIC 0.729%*
(0.320)
Constant 5.836%**
(1.792)
Observations 444

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1

Table 20: Regular logit regression for second information regime

(D
VARIABLES choice
price -0.602%**
(0.163)
tariff perc -0.0260%***
(0.00747)
C NIC 1.966%**
(0.459)
Constant 4.808%**
(1.305)
Observations 724

Standard errors in parentheses
*E% p<0.01, ** p<0.05, * p<0.1
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Table 21: Regular logitegression for third information regime

(D
VARIABLES choice
price -0.672%%*
(0.163)
tariff perc -0.0180**
(0.00754)
C NIC 2.145%%*
(0.465)
Constant 5.137***
(1.310)
Observations 718

Standard errors in parentheses
*H* p<0.01, ** p<0.05, * p<0.1

Table 22: Regular logit regression for first information regime, limited to US residents

(1)

VARIABLES choice
price (.93 7% *

(0.294)
C NIC 0.236

(0.399)
Constant 7.895%**

(2.353)
Observations 296

Standard errors in parentheses
% p<0.01, ** p<0.05, * p<0.1
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Table 23: Regular logit regression for second information regime, limited to US residents

(1)
VARIABLES choice
price -0.744%%*
(0.209)
tariff perc -0.0298%%**
(0.00941)
C NIC 1.474%%%*
(0.570)
Constant 6.348%**
(1.671)
Observations 480

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Table 24: Regular logitegression for third information regime, limited to US residents

(D
VARIABLES choice
price -0.778%%*
(0.201)
tariff perc -0.0175*
(0.00922)
C NIC 1.64]1%**
(0.563)
Constant 6.284***
(1.615)
Observations 480

Standard errors in parentheses
*¥¥% n<0.01, ** p<0.05, * p<0.1
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Figure 7:Aggregate dmandcurvefor Made in Nicaragua shirt

First Information Regime
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Figure 8a: Aggregate demand curve for Made in Nicaragua shirt
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Figure 8b: Aggregate demand for Made in Nicaragua shirt

Third Information Regime
$9.40
$9.20 ¢
$9.00

$8.80

Price

$8.60
$8.40
$8.20

$8.00
25 30 35 40 45 50 55

Quantity Demanded

Figure 9:Aggregate demand for Made in Nicaragua shirt, all three information regimes

All Three Information Regimes
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Figure 10: Respondentéhoice betweethe twoshirts (relative to Nicaraguan shirt price)
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Figure l11a: Respondent sd c h dNicamaguabshittpiieegen t he

Second Information Regime
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Figure 11b: Respondents6é choice between the
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Quantity Demanded
[¥5]
[an]
[

$8.00 $8.20 $8.40 $8.60 $8.80 $9.00 $9.20 $9.40
Price Level

® Madein Nicaragua ® Madein USA

Linear (Made in Nicaragua) Linear (Made in USA)

38



Appendix B: The Survey

Preliminary Questions

This survey should take you approximately 5-8 minutes. Your responses will remain
completely anonymous.

How familiar are you with the Fair Trade label?

(O Extremely familiar
(O Very familiar

(O Moderately familiar
O Slightly familiar
(O Not familiar at all

Which of these issues do you care about? (Check all that apply)

(] Child labor

(] Animal cruelty

(] Supporting American-made goods

(] Ethically sourced products

[C] Poverty and inequality

(] Fair labor standards and workplace safety

(] None

Information Regime 1

Imagine that you are buying a T-shirt and there are two different T-shirts available.
Assume that the attributes are identical except for price and any information given.
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The Fair Trade Certified™ label by Fairtrade International is a certification that indicates
that the product is sourced in a socially responsible manner. A portion of the income
made from the sale of Fair Trade products goes to the producers to help improve their
standard of living.

All prices are in terms of US Dollars. Assume all prices are after-tax prices.

Please pick one of the following choices.

Made in Nicaragua Made in USA
Fairtrade certified No label
$8.49 $7.99 None of these
O @ @)

Please pick one of the following choices.

Made in Nicaragua Made in USA
Fairtrade certified No label
$8.99 $7.99 None of these
O O @)

Please pick one of the following choices.

Made in Nicaragua Made in USA
Fairtrade certified No label
$9.99 $7.99 None of these
O O

Information Regime 2

Now we will present you with additional information for the following questions.

A portion of the price difference between the Fairtrade product and non-labeled product
is the result of an import tax. Along with the price of the product, the breakdown of how
much of the price goes towards the tax vs the producers is also included.

As before, all prices are after-tax prices.
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Please pick one of the following choices.

Made in Nicaragua

Fairtrade certified
$8.49
$0.15 of this goes toward import Made in USA
tax No label
$0.35 goes tE)the producer $7.99

Please pick one of the following choices.

Made in Nicaragua

Fairtrade certified
$8.49
$0.30 of this goes toward import Made in USA
tax No label
$0.20 goes to the producer $7.99
O @)
Please pick one of the following choices.
Made in Nicaragua
Fairtrade certified
$8.99
$0.60 of this goes toward import Made in USA
tax No label
$0.40 goes to the producer $7.99
O O
Please pick one of the following choices.
Made in Nicaragua
Fairtrade certified
$9.99
$0.60 of this goes toward import Made in USA
tax No label
$1.40 goes to the producer $7.99
O O
Please pick one of the following choices.
Made In Nicaragua Made in USA
Fairtrade certified No label
$9.99 $7.99
$1.20 of this goes toward import O
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tax
$0.80 goes to the producer
O

Information Regime 3

Now we will present you with one more additional piece of information.

A portion of the price difference between the two products is still the result of an import

tax. As before, all prices are after-tax prices.

The income received through the import tax will be used by the US government
towards aid programs and packages for developing regions in the world.

Please pick one of the following choices.

Made in Nicaragua

Fairtrade certified
$8.49
$0.15 of this goes toward import Made in USA
tax No label
$0.35 goes to the producer $7.99
O O
Please pick one of the following choices.
Made in Nicaragua
Fairtrade certified
$8.49
$0.30 of this goes toward import Made in USA
tax No label
$0.20 goes to the producer $7.99
O O
Please pick one of the following choices.
Made in Nicaragua Made in USA
Fairtrade certified No label
$8.99 $7.99
$0.60 of this goes toward import O

tax
$0.40 goes to the producer
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