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1. The main aim of this short intervention is to build upon the points made in the main paper from Alan Winters and Neil McCulloch namely ‘Trade, Trade Policy and Poverty: What are the links?’, whilst at the same time drawing on other well-known contributions to the analysis of this and related issues such as (for example) the paper by Dollar and Kraay ‘Trade Growth and Poverty’ or the WTO study on ‘Trade, Income Disparity and Poverty’. 

2. These studies taken together throw light on the linkages from trade to growth, then to tackling poverty, and so to encouraging and supporting sustainable development, particularly in the present process of ever increasing economic cultural and technical interdependence (globalisation). In particular they lend support to the view that  ‘…trade openness is associated with more rapid growth’ and that ‘…increased trade generally goes hand in hand with improvements in the well being of the poor’ (both quotations from the paper cited above ‘Trade Growth and Poverty’). These views are echoed in the paper of Professor Winters thus (section 7) ‘Economic growth is the key to permanent poverty alleviation’. Indeed optimism is possible here because… ‘Unless growth seriously worsens income distribution the numbers in poverty measured in any absolute way will fall as average incomes increase’. However this suggests that matters cannot be left just to themselves….’Thus relying on growth and the growth effects of trade liberalisation is probably not sufficient to address poverty problems over the medium term. Conscious policy is also required’.  

3. As a consequence, because the right accompanying policies are needed to ensure that greater trade openness does strengthen growth, and does contribute to poverty alleviation, it is difficult to separate the impact of greater trade openness itself on growth and poverty alleviation, from that of the necessary accompanying policies and reforms. Moreover, and as regards poverty alleviation per se, the presumption must be that policies are in place to ensure that trade liberalisation and then economic growth have an acceptable impact on the distribution of income within a given country. Without such policies the possibility exists that trade liberalisation will lead to a more unequal distribution of income so that, whilst average real incomes increase, within this overall improvement the rich will get richer and the poor poorer. In such circumstances trade will not make the desired contribution to poverty alleviation.

4. Thus the only conclusion that can be drawn from these deliberations is that greater trade openness, supported by all the appropriate economic policies and reforms, promotes growth and can help to reduce poverty. 

5. The importance of dealing correctly with and managing trade reform- and so by implication greater trade openness – through the appropriate domestic policies – is set out in detail in the paper by Alan Winters and the presentation by Mr McCulloch. The additional point is also made that no set of policies can ensure that every participant in economic activity, households as consumers and earners, companies as investors and producers and importers and exporters, automatically benefits from trade liberalisation. 

6. Now to introduce an entirely separate notion from the debate on globalisation namely the frequently expressed fear that globalisation has a built-in tilt or bias towards reinforcing inequality and is inevitably making the rich richer and the poor poorer.  Such notions are not, of course, without some statistical support. A graph showing the levels of income per head in real terms for the developed countries, and the poorest developing countries (for example those belonging to the Least Developed Countries Group) shows that, over the last twenty or thirty years, the gap in real incomes between the developed countries and the weakest developing countries has widened steadily. 

7. However papers such as those by Dollar and Kraay cited above do go some way to counter the notion that the powerful forces at work in the global economy will inevitably cause the rich to race ahead and the poor to fall behind. Their conclusions in this regard are based on the analysis of a particular group of developing countries that have adopted more open trade policies, the so-called ‘post-1980 globalisers’
 which, according to Dollar and Kraay, are all showing signs of being able to catch up with the advanced countries; that is to say rates of overall economic growth and rates of growth of income per head have accelerated and, were this to continue in a sustainable way, then the foundations would be laid for the poorer countries to catch up with the richer. However as all economists know the past is not always a good guide to the present and the future, and the recent performances of a number of the countries amongst the ‘post 1980 globalisers’ would suggest that the foundations were certainly not laid for robust and steady growth in incomes per head in all cases. In short the main conclusion they draw from this analysis that ‘…the globalisers are catching up with rich countries while the non-globalisers fall further and further behind’ may apply to fewer countries than the authors would wish.

8. Nonetheless there is evidence that the right policies and the right external conditions can place the poorer countries on a path that will enable them, in the end, to start to catch up, in terms of incomes and welfare, with the richer countries.  How then can the richer countries, the advanced industrialised OECD countries, assist in this process. There are two very important ways in which this can be done; firstly by strengthening trade flows (via greater market access and tariff and non-tariff barrier reform); secondly by increasing financial flows to developing countries of which in particular Official Development Assistance.

9. Strengthening trade flows requires further trade liberalisation via all the possible mechanisms of which multilateral trade negotiations. However the poorer and the richer must both participate in this process…and there is the rub. Thus the papers quoted above, and in particular that from Professor Winters, suggest that, for a host of reasons, participation in the process of trade reform, of which moves to greater trade openness and liberalisation, is not a symmetrical affair. Thus what is required of the advanced and richer countries is tariff and non-tariff barrier disarmament plus the necessary micro and macro economic adjustments, an agenda manageable for a rich advanced country. For the poorest countries, trade liberalisation, of which tariff disarmament, must in many cases be accompanied by massive economic and institutional reforms to ensure that trade liberalisation does actually promote growth. In relative terms a much greater effort is required of the poor. Thus to benefit from trade liberalisation as regards growth and development, an asymmetrical or unequal effort is required.

10. This asymmetry offers a measure of explanation for the reluctance of many developing nations, particularly since the end of the Uruguay Round, to embark on a new round of multilateral trade negotiations. To address this issue of asymmetry, of unequal burdens, and to ensure that trade liberalisation and reform contribute to the fight against poverty, the donor community must make the most of the second way cited above namely increasing the flow of development resources to the developing world.  This flow of resources is required to finance, to sustain and indeed to underpin the process of reform. Thus the two ways of helping the poorest countries cited above, trade liberalisation and increasing the flow of development resources, are complementary to each other. 

11. To be more specific a new round of multilateral trade negotiations can only achieve results satisfactory to all parties involved if development cooperation programmes, aid resources and aid instruments, are available to the extent required, to assist and support the necessary reforms that the poorest countries must undertake to extract the maximum possible benefit from the trade liberalisation process. Thus managing and benefiting from globalisation is a matter of trade and aid. 

12. At present all the major aid donors are carefully examining their development co-operation programmes with a view to improving the effectiveness and efficiency of their own programmes, and co-ordination between aid donors. The European Community is no exception to this. The Community is undergoing a root and branch reform of its aid programmes. Looked at in a detached way this process may be seen as an effort by the donor community to show that aid can work.  The importance of this effort for the management of the globalisation process should not be underestimated. The reforms underway are designed to show that the taxes and savings of the richer citizens of the world are not being wasted when they are transferred to the developing world in the form of grants and concessional loans. Once it can be shown that aid can work then the donor community may be willing to commit more resources, that is be more generous, and so increase the flow of concessional finance to the developing world.

13. Thus an optimistic interpretation of current events is that a process is underway, via trade liberalisation and by showing that aid can work, which, if maintained, can provide developing countries with the means they need to catch up with the developed world. 

� These are, Argentina, Bangladesh, Brazil, China, Colombia, Dom. Republic, Haiti, Hungary, India, Ivory Coast, Jamaica, Jordan, Malaysia, Mali, Mexico, Nepal, Nicaragua, Paraguay, Philippines, Rwanda, Thailand, Uruguay, Viet Nam, Zimbabwe
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