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It is nearly universally accepted that poverty is a complex and multidimensional phenomenon. No single discipline can claim to ask all the right questions, or come up with all possible solutions to address the very wide set of root causes, symptoms, and means of permanently exiting poverty, which manifests differently across societies. Historians, political scientists, sociologists, anthropologists, political economists, and economists will ask different questions about poverty, and even where they do ask the same questions, may interpret the facts in very different ways. 

It is therefore important to put in context the paper on trade liberalisation, trade policy, and poverty. It sketches a very useful abstract flow chart of how a particular trade policy (to raise, lower, eliminate or maintain tariffs and/or other restrictions on imports or exports of goods being traded across national borders) could possibly affect individuals and households in their often simultaneous roles as producers, consumers, entrepreneurs, and citizens with human rights. Trade policy, the authors argue, will influence changes in the prices of goods, in wages, in employment, and in government revenue. These changes, either by themselves or in conjunction with a range of other factors, will cause people to fall further or for the first time into poverty, or to exit from an existing situation of poverty. 

This study is also novel in that it moves away from aggregate modelling and theorising, and focuses on how macro-economic policies and international trade flows impact on households. It could make a further contribution by disaggregating households into male and female members. Studies on the gendered division of labour and distribution of income within households have shown, for example, that shifts from staple food to cash crop production often leave women much worse off than before. Not only do they have to look after the whole household's food needs in times of food shortages, but as they have no power over how income is distributed in the household, they often do benefit from the increased household income earned from cash crop production. 

The paper also adds to a growing literature in the economics discipline advocating for a more subtle and careful analysis of the relationship between open economies, growth in economic output, and a reduction in the incidence of poverty. Until recently the causality between these three sets of variables was hardly questioned in mainstream economic circles, despite the lack of unambiguous empirical evidence to underscore this assumption. Sadly, this assumption has been turned into dogma by many economic advisors to client countries of the World Bank and International Monetary Fund during the late 1970s and 1980s, often causing by now well documented decline in local staple food production and a cap on industrialisation. 

It is in this context that one has to evaluate some of the policy conclusions of the paper:

1. Distribution and food security: The authors acknowledge that most trade policy reforms will produce what they term 'winners' and 'losers', a classical distribution dilemma faced by trade policy makers. For example, lifting tariffs and quantitative restrictions on basic food imports such as maize or rice in a poor country where most livelihoods are earned in the small-scale agricultural sector (as is the case in most SSA countries) will on the whole aggravate poverty. The policy choice facing governments in these countries is often portrayed as being between urban consumers (including those living in income poverty) and industries using maize as an input who will benefit from cheap imports, and rural small-scale producers (including those living in income poverty) who may lose their urban (and possibly rural) domestic markets. This is a very simplistic polarisation of interests. Better in-country distribution of staple foods and subsidisation for poor consumers can take care of this dilemma, without lifting a tariff protecting small producers.  

According to the authors, however, the solution is not to restrict imports through lifting of tariff or other import barriers. Rather, one presumes, governments should provide support for small farmers to a) grow different crops that would sell better domestically or internationally or b) shift to other economic activities to earn their livelihoods. In the long term, however, this approach would bring about structural changes in production that could leave countries whose export earnings are dependent on volatile international commodity prices vulnerable to staple food shortages. This can have very grave consequences for income poor households. For example, in many developing countries farmers switching to cash crops end up losing seed technology and production knowledge for staple crops from one generation to the next. Most least developed country governments will not have the necessary resources to invest in the interventions necessary (retraining, extension services, expensive inputs in the case of export crops, and so on) to ensure that small farming households can shift towards sustainable livelihoods in a different sector such as export crops. Staple food production, which is more labour intensive than cash crop export industries, remains very important for rural development and poverty alleviation. 

2. Wages and employment: The authors argue that rather than delaying or halting a trade reform which will lead to employment losses (when firms that cannot compete against cheaper imports of similar or substitute products close down), governments should devise special measures to mitigate the impact and prevent households from falling into poverty. This would include social safety nets (for example, unemployment insurance) and schemes to retrain retrenched workers. They overlook, however, that in small economies, unlike in more industrialised economies, unemployment is not a transitional phenomenon. Retrenched workers, even those that are highly skilled, cannot necessarily be absorbed in a different sector of the economy, and 'new' economic activities will not emerge automatically in a structurally non-diversified economy. In this context, retraining will not assist those who have been left unemployed. Although many waged workers earn above the national poverty line, the size of their dependent household (often up to 15 people) and the cost of basic services and foodstuffs means that in many countries the households of even waged workers live in income poverty. Not only are they already vulnerable, but it is also unlikely that the government will have the resources to implement an effective comprehensive social safety net. Under these circumstances, keeping a trade restriction would be a legitimate policy action while providing assistance to strengthening the competitiveness of the industry that would have been threatened by the trade reform.

3. Industrial policy: The practice and theory of building up a diversified domestic industrial sector through some degree of state intervention is currently out of favour with mainstream economists. However, historians and political economists will point out that the pathway to economic development for most highly or newly industrialised states today has involved some degree of state or demand-led growth. A strong diversified economy and well functioning market offers a sustainable exit from chronic poverty.  As UNCTAD has pointed out, governments of developing and least developed countries need to include an active industrial policy as part of their arsenal of available policy instruments to manage and develop the economy. For example, governments should be able to eliminate or reduce tariffs for some goods to ensure cheap inputs for an industry, but to maintain high tariffs for imports of competing final products. In other instances, they may want to maintain high tariffs and other restrictions for some or all inputs, to stimulate the development of local upstream manufacturing, and so on. This flexibility in trade policy is increasingly ruled out by disciplines imposed by World Bank and IMF advisors on governments, as well as World Trade Organisation rules.  

4. Institutions matter: As the authors point out, the impact of trade reforms (either to liberalise or restrict trade flows into a national economy) on different groups in society crucially depends on the quality of market and state institutions. The lifting of minimum prices, the dismantling of often corrupt and inefficient state marketing boards, as well as the lifting of restrictions on exports or imports have not automatically resulted in higher incomes for poor small scale farmers. In some countries, such as Zambia, private firms have colluded to keep prices paid for maize production low. In Zimbabwe, for example, three companies only provide inputs for the small scale poultry industry, which has led to a massive increase in input prices for farmers. In other countries, such as Tanzania, devaluation has had a similar effect on imported inputs. These price increases have more than offset the increase in farm gate prices as a result of the lifting of price controls. The development of competition policy, viable input industries, and regulation of private traders (to ensure that they service isolated rural suppliers/producers and do not exploit lack of market information in such areas) are therefore essential preconditions for successful reforms. In their absence, the accelerated or abrupt dismantling of state institutions makes little sense.

5. World market prices: Finally, the flowchart sketched in this paper does not draw out the transmission channels to the poor of distorted world market prices as a result of domestic and export agricultural subsidies in OECD countries, or of unstable commodity market prices. Given the importance of trade policy in influencing prices of exports from poor countries, it would be worth tracing the transmission from trade policy decisions in industrial countries to poor producers, wage earners on export estates, or contract or independent cash crop producers in developing countries through changes in the prices of goods domestically, in the market of the subsidising countries, in third markets.    

Given the increasing attention to the link between trade and poverty of institutions such as the World Bank and development agencies such as the UK Department of International Development, it is very important to ask the right questions and avoid dogma. The flow chart outlined by Winters and McNeil points those who are concerned about the linkage between trade flows, trade policy, and poverty in the right direction, although it does not ask all the relevant questions or point to universal conclusions.                
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