Making Free Trade Fair
Introduction

Proponents of free trade argue that the moral case for free trade is strong in light of the fact that it is the quickest way to reduce poverty.
 Are they right? This paper considers the case for free trade from a liberal egalitarian perspective. It shows that, adopting this perspective, there is reason to support free trade in some cases but not in every case. Reworking the rules of trade or working around them may be necessary to make free trade fair. This paper will not defend a particular way of making free trade fair (though it will canvas a few possible reforms). Rather, it will try to show that inquiry into this matter is urgent and that such reforms may be defensible. 
The first section sets out the global liberal egalitarian framework the paper adopts in considering the case for free trade. On this framework, fairness requires doing what we can to ensure that all people in present and future generations can meet their basic needs. Assuming that it is possible to ensure that all people in present and future generations can meet their basic needs, this framework yields an account of fair trade. On this account, trade is fair only if it, together with existing institutional practices, ensures that all people in present and future generations can meet their basic needs. The second and third sections set out and critique one of the main arguments for free trade on this basis. The fourth section considers the effects of free trade in practice. It shows that free trade will probably benefit some of the poor and harm others. The fifth section suggests a few ways that trade policy might help to capture some of the benefits of free trade for the poor while avoiding some of the costs of free trade for the poor. Finally, the sixth section responds to objections to using trade policy to reduce poverty.

1. Normative Framework

What makes trade fair? To answer this question we need an account of fairness. Fairness is a matter of distributive and/or procedural justice. There are many ways to assess distributions and procedures. Some distributions or procedures give everyone equal opportunity, maximize the amount of resources people posses, or minimize the amount harm or disutility in a situation. Fairness, however, is more specific than distributive or procedural justice. A concern for fairness is a concern for what people are due. Charity, then, cannot be fair or unfair because no one is owed charity. Furthermore, fairness aims at appropriate satisfaction of individuals’ claims. We must know how to fulfill different individuals’ claims appropriately to know what fairness requires. Trade is fair when it appropriate satisfies individuals’ claims.

There are many theories about what people are due and how to satisfy competing claims appropriately. Utilitarians, for instance, believe that people have an equal claim to the satisfaction of their interests or the promotion of their welfare. Utilitarians believe appropriately satisfying interests requires maximizing collective (aggregated) well being. For utilitarians, “fairness talk supervenes on talk of aggregate utility.”
 

Deontologists (and other kinds of consequentialists) have more complicated theories. Some deontologists, for instance, are strict desert theorists and believe desert is the only appropriate basis for individuals’ claims. On other deontological theories, people have claims to the satisfaction of their needs as well. Such theories often provide complicated metrics for appropriately comparing desert- and need-based claims.
 

Here we will adopt a global liberal egalitarian framework on which inequalities in the distribution of resources should redound to the maximal advantage of the globally least well off. On this assumption, trade is fair only if it, in conjunction with existing institutional practice, ensures that the distribution of resources redounds to the maximal advantage of the globally least well off. 
Most global liberal egalitarians also embrace some kind of just savings principle on which each generation should receive a reasonable amount from previous generations given their ancestor’s historical circumstances.
 Assuming that it is possible to enable those in future generations to meet their basic needs without sacrificing the ability of those in present generations to do so, it seems reasonable to require at least this much. So, on a liberal egalitarian framework, trade is fair only if it, together with existing institutional practices, ensures that all people in present and future generations can meet their basic needs.
Obviously, it is impossible to defend these claims here. Others have, however, offered extensive arguments in favor of this interpretation of the global liberal egalitarian framework.
 They suggest that fairness requires ensuring that all people in present and future generations can meet their basic needs because each person deserves equal respect.
 
Of course, many global liberal egalitarians believe that global liberal egalitarianism yields much more extensive obligations to others. For instance, some argue that there is an obligation to enable everyone to live good human lives.
 This paper will not assume this more robust account of fairness, however. Nor will it try to answer questions about how people should be enabled to meet their needs or who bears the burden of enabling them to do so. It will just assume that fair trade must fit with a set of institutional practices that enables all people in present and future generations to meet their basic needs.
Our inquiry will be limited. We will only consider what we should say about free trade in light of the minimal obligation to make trade fair; to ensure that the rules of trade fit with a set of institutional practices that enable everyone to meet their basic needs. If there are more extensive obligations, these obligations may provide reasons to view the impacts of free trade differently. If we have more extensive obligations, however, we may need a way of deciding between these competing obligations before we can decide what to do for sure. What follows may just be the first step on a long journey.

2. The Case for Free Trade 

The Argument from Comparative Advantage

One of the main arguments for free trade is the Argument from Comparative Advantage. A country has a comparative advantage in a commodity if the opportunity costs to that country for producing that commodity are less than the opportunity costs to another country of producing the same commodity. The opportunity costs of producing a good in a country are the costs to that country in terms of the most valuable opportunity forgone. The concept of comparative advantage is different from that of absolute advantage. If a country has an absolute advantage in the production of a good, that country can make that good at a lower cost than another country. A country can have a comparative advantage in the production for a good, even if it costs the country more to produce everything than another country. The Argument from Comparative Advantage shows that if a country specializes in the production of those commodities in which it has a comparative advantage, it can gain from trade. A country can gain from trade even if it does not have an absolute advantage in the production of any good.
To see how it is possible for a country to gain from trade, even if that country does not have an absolute advantage in anything, it may help to consider a text book example using a Ricardian model (those who are familiar with the argument can skip the rest of this section). Although more complicated models are often used (e.g. a mixed Ricardian/Heckscher-Ohlin model), the simplest model will suffice to illustrate the general idea. Similar critiques can also be made of many of the more complicated models.

Suppose that there are only two goods (marsupials and xylophones) and two countries (let us call them Rich and Poor). Suppose that Rich has an absolute advantage in producing both goods. It costs Rich less to produce xylophones than it costs Poor to produce xylophones. It also costs Rich less to produce marsupials than it costs Poor to produce marsupials. Suppose that the production costs in terms of labor for both goods in each country are as follows (where L is the total amount of labor available for production in each country and x and m indicate the quantity of xylophones and marsupials produced)
:
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It takes Rich one labor hour to produce a xylophone and Poor three labor hours to produce a marsupial and so on. Each country has 24 labor hours available for production

Consider how each country may fare with and without trade. Let us assume that, this is the situation before trade:
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Rich spends 16 hours producing xylophones and so produces 16 xylophones. Poor spends 6 hours producing marsupials and produces two marsupials. And so forth. If each country specializes in the commodity in which it has a comparative advantage, this situation will result:
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There are a total of five extra xylophones and two extra marsupials produced than in the situation with specialization. It is clear that there is room to gain from trade (but since consumers demand some marsupials and some xylophones in both countries, the gains are only possible through trade). If the going price is five marsupials for every four xylophones, each country will do better in both commodities than they did before trade. This situation may result:
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In sum, the Argument from Comparative Advantage shows that poor countries can gain from trade even if they are not more efficient than rich countries at producing anything at all. Assuming that workers are paid for their productivity, wages will also rise on this model as productivity rises. Under the standard neoclassical assumptions, trade will continue until world supply and demand for marsupials and xylophones equalize; trade will continue until an Arrow-Debreu competitive equilibrium is reached. Such competitive equilibria are Pareto optimal. This is what the first theorem of welfare economics says. That is, if countries are allowed to trade freely, markets will reach a state such that no one can be made better off without making someone else worse off. This is the main advantage cited in favor of free trade. Most of the arguments for free trade have this in common.
 

Critique of the Argument from Comparative Advantage

We have seen that, if countries are allowed to trade freely, markets will reach a Pareto optimal state. They will reach a state such that no one can be made better off without making someone else worse off. Unfortunately, we cannot conclude from the Argument from Comparative Advantage that free trade will, together with current institutional practice, enable people to meet their basic needs (or reduce poverty at all for that matter!). There are three reasons why not. First, the Argument from Comparative Advantage does not tell us much about the size of the benefits to poor countries and individuals that will benefit from free trade. Second, the Argument from Comparative Advantage does not tell us that all poor countries or individuals will benefit from trade. Finally, many of the Argument’s assumptions do not hold in the real world. Some poor countries and individuals may even be hurt by free trade. Let us consider each of these points in turn. 

First, the Argument from Comparative Advantage does not tell us much about the size of the benefits to those poor countries and individuals that will benefit from free trade. A situation where one country or person owns all of the goods, and everyone else owns next to nothing can be Pareto optimal, if we assume that no more goods can be created (e.g. by redistributing wealth). For, then, the only way to make someone better off is to make someone else worse off. How much poor countries will benefit from free trade will depend on the terms of trade. If, for instance, it cost six marsupials to get four xylophones in the example above, Poor would not do as well (I leave it up to the reader to verify this). 

Next, note that the Argument from Comparative Advantage does not even tell us that all poor countries will benefit from free trade. Some countries may not have a comparative advantage in anything. This is the case, for instance, if the production costs in terms of labor for both goods in each country are as follows (where L is the total amount of labor available for production in each country):
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Both Rich and Poor have to give up ½ a marsupial to produce a xylophone. Both Rich and Poor have to give up two xylophones to produce a marsupial. Neither have a comparative advantage in producing xylophones or Marsupials. Gains are not possible from trade (once again the skeptical reader can verify this with an example along the lines above).

Perhaps more troubling is that many of the assumptions required by the Argument from Comparative Advantage are important and unrealistic.
 The argument assumes that there are zero transaction costs, full employment, and homogenous labor markets within each country. The argument also assumes that goods produced in each country are identical and that consumers and firms strive to maximize utility and profit respectively. Furthermore, it assumes that labor cannot move between countries but that it costs nothing to for laborers to switch industries. We know that many of these assumptions are false in the real world. Without these assumptions we can see that free trade may even hurt the poor. If, for instance, we do not assume that there will be full employment after trade, the argument does not tell us anything about the distribution of benefits to individuals that will result from free trade. Poor people may not benefit from any resulting growth at all. They may even suffer. For instance, poor people may lose their jobs as production shifts to commodities made by people who are not poor. The case for free trade, thus, depends on how closely actual markets approximate or can be made to approximate ideal markets.
 At best, Kaldor-Hicks Pareto optimality will be achieved with free trade in the real world. On the Kaldor-Hicks criterion, a change from one state of affairs to another is optimal if the benefits of the change exceed the costs of the change. The benefits could go to the rich and the costs to the poor. At least on this interpretation of the Paretian criterion, “Pareto Optimality can, like ‘Caesar’s spirit’, ‘come hot from hell’.”

In sum, the Argument from Comparative Advantage does not tell us that all poor countries will benefit from free trade (some may not have a comparative advantage in anything). It does not tell us anything about the size of the benefits to those poor countries or individuals that will benefit from free trade. Nor does it tell us anything about the distribution of benefits within the poor countries that will benefit from free trade. It is possible that free trade will bring great gains to the poor or even completely eliminate poverty. But the Argument from Comparative Advantage gives us no reason to believe this. It does not even allow us to conclude that the poor are more likely than not to benefit from free trade. Poor people may not benefit at all. Free trade may even make it less likely that some will meet their basic needs in the real world. 
3. Free Trade and Poverty in the Real World
Given that the Argument from Comparative Advantage does not tell us what free trade’s impact on the poor will be, perhaps we need to consider the empirical evidence regarding the general impact of free trade on poverty thus far? Although this is an enlightening endeavor, this paper will not discuss such empirical evidence.
 There are two reasons why not. First, the empirical evidence about the general impact of free trade on poverty does not lead to very certain conclusions.
 One reason for this is that the empirical measures of poverty available are problematic.
 Second, even if we could conclude from the evidence that free trade is likely to be good or bad for the poor in general, this alone may not be compelling reason to completely support or reject free trade. Free trade in general may be good for the poor while some particular free trade reforms may be devastating for the poor.
 All other things being equal, global liberal egalitarianism gives us reason to support such reforms only insofar as they reduce poverty. If free trade has mixed effects, we will need to consider ways of capturing the benefits of free trade while avoiding the costs.
In practice, free trade probably has mixed effects. Free trade probably benefits the poor sometimes and hurts the poor sometimes. Most reforms probably have some good and some bad effects.
 The remainder of this section will argue that this is so. The next section will then suggest some ways of capturing the benefits of free trade while avoiding the costs for the poor.
Differential Impacts

We might consider free trade in agriculture to see how free trade is likely to have mixed impacts on the poor. Economists estimate that the world could gain hundreds of billions of US dollars from free trade in agriculture. They suggest that 142 of 248 eight billion dollars in fixed productivity gains will go to low income countries.
 Agricultural tariffs probably have primarily negative impacts on the fortunes of developing countries. Nevertheless, some agricultural trade barriers probably protect important developing country markets.
 Free trade in Southern Africa’s staple commodities could be devastating for some countries in Southern Africa as many of these countries are net food importers.
 Some poor countries may be hurt by free trade in agriculture. 

Furthermore, even in those countries that gain from free trade in agriculture, some poor people will probably be hurt. Between 2001 and 2003 Oxfam estimated that US dumping alone has caused poor cotton-producing countries in Africa losses of almost $400 million.
 Many but not all people in Africa would probably do much better if trade in cotton were free. Many Africans would probably also gain from free trade in bananas. Unfortunately, free trade in bananas is expected to devastate many Caribbean banana producers. Some banana farmers are poor in both Africa and the Caribbean.
 

Finally, we know that free trade in agricultural will probably have mixed impacts on the poor in future generations. Economists predict that the dynamic gains from free trade in agricultural will be even larger than the static gains.
 Unfortunately, free trade may hurt some of the future poor even it benefits the future poor overall. The lives of many children and grandchildren of people who would have been banana farmers in the Caribbean, but for free trade, will probably be worse.
 The lives of many of the children and grandchildren of people, who would not have been banana farmers in Africa, but for free trade, will probably be better.
 

The details will vary and are difficult to work out. Some free trade reforms may generally reduce poverty in all generations. Some may generally worsen poverty in all generations. Still, most reforms probably have mixed impacts. So, it is safe to assume (as the rest of this paper will do) that free trade at least sometimes helps and sometimes harms the poor. On this assumption, the global liberal egalitarian can conclude that it is best to try to capture benefits while avoiding the costs of free trade for the poor. At least, this seems like a reasonable conclusion for the global liberal egalitarian to come to if she does not have reason to believe that some other course of action compatible with just savings would better help the least well off.
7. Restructuring the Rules of Trade

Adopting a global liberal egalitarian theory on which all people in present and future generations must be able to meet their basic needs does not give one a reason to support unfettered free trade or isolationism. Rather, the global liberal egalitarian has a reason to support those policies (protectionist or not) that enable people to meet their basic needs. Whether or not the global liberal egalitarian should ultimately support a particular alternative will depend on many things. It will depend, for instance, on what other options there are and whether or not the global liberal egalitarian account of fair trade we have assumed is complete. This section will only argue that there is reason to consider embracing those policies (protectionist or not) that enable people to meet their basic needs. Assuming that free trade is not always the best way to enable people to meet their basic needs, this seemingly innocuous proposition directly contravenes current international law embodied in the World Trade Organization (WTO).
 Those who accept it must consider how it is possible to restructure the rules of trade or work around them to better reduce poverty. Because many of the reforms this section will suggest require altering the rules of global trade or circumventing them, the final section of this paper concludes by considering objections to the proposition that we have reason to consider using such trade policy to reduce poverty. This will help us isolate some of the conditions under which using trade policy to reduce poverty may be acceptable.

There are many ways WTO rules might be altered to better capture the benefits while avoiding the costs of free trade for the poor. One possibility is to use some of the gains from trade amongst WTO member countries to compensate the poorest when they are hurt by free trade. Consider an example of trade-related compensation. Paragraph 4 of the Marrakech NFIDC Decision of the WTO says that agreements on agriculture have to make appropriate provision for the needs of net food-importing developing countries and least-developed countries.
 The rationale is that net food importing countries are the ones most likely to be hurt by rising prices of agricultural commodities with free trade. Though the Marrakech decision has yet to be appropriately implemented, a similar more sustainable program may be possible.
 

The WTO might, in conjunction with other international institutions, also create programs to compensate poor individuals who lose from free trade or require countries to implement such programs. Such compensation should take a long term perspective on the basic needs of their beneficiaries, helping them adapt (and maintain employment) as economic conditions change. One possibility is to create trade related adjustment assistance (TAA) programs. There are many examples of TAA programs. The US TAA program “…provides trade-displaced workers with extended unemployment benefits, relocation expenses and (compulsory) training as a bridge to a new job with similar levels of income and benefits.”
 It also compensates workers who free trade negatively impacts. There are similar programs in place in other countries. Together the WTO and other international institutions might create a global TAA program to help the poor.
 

There are also many other ways of restructuring the rules of global trade so that they proactively reduce poverty. Christian Barry and Sanjay Reddy argue that free trade to agreements to improve labor standards and wages in developing countries should be linked.
 At least, they argue, doing so may be a good idea if linkage “…arises from a fair process of negotiation between states, is transparent and rule-based, is applied in a manner that reflects the level of development of a country, incorporates adequate international burden-sharing, and takes appropriate account of viewpoints within each country.”
 Their arguments are cogent and compelling.
Similarly, the WTO might be altered so that it allows countries to use trade policy to unilaterally improve the position of the poor. Consider a simple example of how imposing a trade barrier may help the poor. Suppose that Poor is a very large country and raises a tariff against marsupials from any other country. This will reduce demand for foreign marsupials in Poor. Producers in Poor who sell their goods domestically will benefit since they will be able to sell marsupials at higher prices. Consumers in Poor will lose out because they will have to pay these higher prices. Any producers in Poor selling overseas will make less since more marsupials will be sold overseas at lower cost. Still, the money captured from the foreign Marsupials that are sold in Poor, plus the extra revenue the producers make in Poor, may leave Poor as a whole better off. Suppose the following conditions hold as well: The poorest in Poor do not buy marsupials but produce them for domestic sale and the poorest in foreign countries do not produce marsupials but consume them. In this case, the impact of this tariff could be good for all poor people in present generations. Suppose, further, that marsupial production produces a lot of green house gas. Since the tariff would decrease overall production of marsupials, it might even help poor people in future generations. If WTO rules allowed countries to use trade barriers like this, such trade policy could provide a useful tool for reducing poverty.

Even individuals can promote free trade that does not increase poverty.
 For instance, they might buy Fair Trade Certified goods.
 Goods sold as Fair Trade Certified must meet certain standards.
 At a minimum, they must be produced by people paid a living wage.
 Purchasing Fair Trade Certified Goods will probably not completely solve the problems free trade can cause for the poor, but it could do a lot of good if it leads to rising production standards.
 The collective impact of individual choices can be large. Altering some trade policy may help the Fair Trade Certification movement. The WTO might require countries to label goods produced in sustainable ways as Fair Trade Certified. But, even unassisted consumer action is powerful. Boycotts of tuna not caught in dolphin safe nets changed the tuna-fishing industry when the WTO failed to do so. Purchasing Fair Trade Certified Goods may help those whose lives our consumption choices most directly impact.
Before concluding by considering objections it is worth mentioning one complication that arises from adopting a global liberal egalitarian theory. On global liberal egalitarianism it is possible that trade that does not help or even harms the poor could be morally required. The combination of this kind of trade with currently existing policies might maximize the position of the least well off and be compatible with just savings. But in the absence of some reason to think that this is the case, if there is a way of altering the rules of trade or working around them better helps the poor, it is reasonable to pursue such policies. There is reason to think that ceteris peribus those policies that seem to help the poor meet their basic needs will do so. 
8. Considering Objections


There are many ways the rules of trade might be altered or circumvented to reduce poverty. Some of these may not require changing the rules of trade embodied in international law in any way but many will. It is, thus, worth considering objections to altering the rules of trade in these ways. Let us conclude by considering a few of the most plausible objections to using trade policy to reduce poverty now. 


Using Trade Policy to Reduce Poverty is Inefficient



Trade barriers like tariffs, quotas, and export taxes are probably the most contentious trade policies. So let us, first, consider an objection to using trade barriers to reduce poverty. Proponents of unfettered free trade often argue that trade barriers are an inefficient way to help the poor.
 They believe that such barriers are unjustifiable independent of which country raises what kind of barrier. The worry is that there is usually a net loss in using such barriers to reduce poverty. One might, thus, conclude that taxation (or other kinds of market reforms) are better for ameliorating poverty than trade barriers. 

There is something right about this argument. If world poverty provides a reason to consider using trade barriers to help the poor, it also provides a reason to consider other market reforms.
 For instance, there are many interesting proposals for global taxes to fund development assistance to the poor.
 Nevertheless, this argument misses a few things. First, the global liberal egalitarian may support an inefficient policy if such a policy is to the maximal advantage of the globally least well off and compatible with the just savings principle. Second, even granting that (ceteris peribus) efficient ways of helping people meet their needs are better on global liberal egalitarianism, trade barriers can be just as efficient as other market reforms. Consider, for instance, how some barriers compare to some taxes. Some trade barriers, namely tariffs, just are taxes. They are taxes on imports or exports. 
The objector might qualify her point. She might argue that, although taxes, and other market reforms intended to help the poor result in some deadweight loss, trade barriers are less efficient than some alternative market reforms. She might suggest that quotas, in particular, are generally less efficient than tariffs and taxes. Furthermore, the objector might argue, taxes (including tariffs) result in less deadweight loss the broader their base.
 Because tariffs usually do not have a very broad base, they are unjustifiable.

It is not clear that even this refined objection goes through, however. Which taxes or market reforms are best depends on a variety of factors. Some argue, for instance, that which kind of reform is best depends on how easily employers can substitute one kind of labor (e.g. high skill) for another (e.g. low skill) in the production process. 
 In theory, trade barriers can be just as good and efficient as taxation (or other market reforms) in ameliorating poverty.


So, what is it okay to do? The answer here, as above, is “it depends.” It depends on whether particular taxes or reforms are compatible with just savings and to the maximal benefit of the globally least well off. Even if trade barriers are rarely one of the best ways to enable people to meet their basic needs in theory, we do not live in a perfect world. There may be reasons of political economy to use such barriers rather than taxes or other market reforms to reduce poverty. For instance, it may be easier to get developed countries or corporate producers to reduce poverty through discriminatory tariffs than through taxes or other market reforms. There may even be some cases where the only realistic way to reduce poverty is to levy tariffs against countries decimating their populations or ignoring the basic needs of their citizens. For instance, the threat of trade barriers may be essential in getting some countries to agree to international development treaties. There may be few other ways to punish those who do not live up to their commitment not to harm the poor. Trade barriers may be compatible with just savings and to the maximal benefit of the globally least well off.
Using Trade Policy to Reduce Poverty is Paternalistic

A second argument against using trade policy to reduce poverty goes roughly as follows: People in different countries have different preferences, resources, and needs. Because this is so, each country should get to decide on its own what it wants to do about poverty. Preventing countries from fulfilling these preferences is paternalistic.
 Those who are concerned about poverty should, thus, do something about it within the borders of their own country. Using trade policy to alter countries’ choices is unjust.
 Such behavior should be illegal under the WTO, and countries should not use such policies.


The first reason why the Paternalism Argument does not tell against using trade policy to reduce poverty is this: There are many reasons why a country with the ability to enable its citizens to meet their basic needs may not do so. For instance, there are many despotic countries that do not show much concern for their citizens’ welfare. And even democratic countries may, in effect, be ruled by wealthy individuals who do not care about the poor.
 It is not clearly paternalistic to help the poor in countries that do not do so because they are despotic or have tyrannical majorities. The poor people in these countries may very well want to avoid poverty. 

Another reason why the Paternalism Argument does not tell against using trade policy to reduce poverty is this: Some countries simply do not have the resources to enable all of their people to meet their basic needs. We cannot say these countries do not enable their citizens to meet their basic needs because they prefer (in any morally significant sense) to use their money for other purposes. It does not follow from the fact that countries cannot afford to enable their citizens to meet their basic needs that it is illegitimate to use trade policy to help them do so. Specifying that countries prefer whatever they will pay for is not the same as arguing that countries should only get what they will pay for. To put this another way, saying that countries do not want to reduce poverty because they do not have the money to do so is either false or, if made true by definition, irrelevant to the question of whether it is okay to help them do so.
 

Finally, even if interfering with the wishes of any sovereign country is paternalistic, it is not clear that such paternalism is unacceptable. Further argument is necessary to show that it is illegitimate to interfere with a populace (or even a poor person’s) desire not to receive aid. Aid may even be required (and just!) on the global liberal egalitarian principle we have adopted.
The Information Necessary to Use Trade Policy to Reduce Poverty Does Not Exist

A third argument tells against using any trade policy to reduce poverty that restrains free trade. It goes roughly as follows: It is hard to figure out what the impact of a particular restraint on free trade will be. We can only be confident that the aggregate benefits of free trade will be large. It is not, therefore, acceptable to use a policy that restrains free trade to try to reduce poverty. Instead, trade should be as free as possible. 



It is not clear why we would be able to figure out that the aggregate benefits of free trade are large without being able to evaluate restraints on free trade. Even setting this point aside, however, there are two main problems with this argument. The first is that the premise of the argument is not clearly correct. Often, we cannot be entirely certain how a particular restraint on free trade will impact individuals’ ability to meet their basic needs. Nevertheless, we are frequently able to say something at a sufficiently general level. Economists are fairly certain, for instance, that free trade in agricultural goods will hurt net-food importing countries. If we are equally confident that restraining free trade in some way would allow compensation for these losses then there is reason to seriously consider the alternative. We might be fairly certain, for instance, that letting a poor country producing both cotton and textiles temporarily erect barriers against cotton from a developed country will help the poor country without harming other poor countries. We have reason to consider whether some such measures may be beneficial. After all, similar protective measures probably benefited the Asian Tigers, China, and India until their growth rates increased sufficiently.


The second problem with this argument is that its premise does not clearly imply its conclusion. We may be much less certain about how a particular restriction on free trade will impact individuals’ ability to meet their needs tan that the aggregate impact of free trade will be large. Still, if we have some reason to think that free trade will increase poverty in a particular case without reducing the benefits of free trade too much, it seems reasonable to consider the restriction. In any case, the objection does not go through without further defense.

Using Trade Policy to Reduce Poverty Opens the Door to Harmful Protectionism

A final reason one might give against using trade policy to reduce poverty is this: People may disingenuously cite poverty alleviation as the reason for protectionist measures. Producers or consumers seeking protection from competition may take advantage of well-intentioned concern about poverty to gain unfair economic benefits. Ethanol producers might disingenuously, for instance, cite worries about the food security of net food importing countries as a reason for subsidizing US corn production.

This is probably the strongest argument against using trade policy to reduce poverty. After all, self-interested producers that gain from protectionism may use the poor as an excuse for protection that harms the poor. Nevertheless, some collusion between self-interested producers or consumers and those who genuinely care about world poverty, may not be bad on global liberal egalitarianism. Suppose it is possible to build coalitions of those who care about the poor and those seeking protection (this is likely as the groups are not mutually exclusive). It may then be possible to adopt appropriate trade policy more quickly. If the poor will benefit from keeping corn prices low, and ethanol producers will not undermine the interests of the poor when they gain as well, corn subsidies may be acceptable. Self-interested producers may well benefit from trade barriers that are compatible with just savings and to the maximal advantage of the globally least well off.

Still, it is clear that there may be a problem. Concern for the poor may function as a cover for protectionism that does not benefit (or even harms) the poor. Low corn prices may not even help the poor in aggregate if more poor people produce than consume corn. Advocates of poverty relief may even be fooled into supporting such protectionism. 

Fortunately, there are a few ways we might address this problem. One is through the dispute resolution panels of international trade agreements like the WTO. These panels may develop standards for judging whether a protectionist measure will actually reduce poverty. If proposed measures to benefit the poor do not do so then, unless there is another reason to implement such measures, they should not be allowed.
 Educating those who care about the poor so that they will not be fooled into supporting inappropriate trade policies may also help prevent such exploitation. Of course, allowing tariffs and other trade barriers is risky since they can be used to the detriment of the poor. But, the fact that protectionism can hurt the poor does not tell against using protectionism to benefit the poor when it is possible to do so. Global liberal egalitarianism may require using trade barriers to help the poor.

Conclusion

Proponents of free trade argue that it is the quickest way to lift the world’s poorest from poverty. Unfortunately, the main argument for free trade – the Argument from Comparative Advantage - does not yield this conclusion. The potential benefits of free trade for ameliorating world poverty are large. But there are also good reasons to be skeptical of the claim that free trade is always the best way to reduce poverty. Trade-related adjustment assistance programs, linkage, trade barriers, and consumer movements may be necessary for ameliorating poverty. On a global liberal egalitarian theory, we may need to restructure the rules of trade or work around them to make free trade fair.
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