Step back and take a view over the last 20 years of trade, development and poverty
reduction.
1. Relevance of trade for poverty reduction
2. Challenge and key issues ahead
3. Some ideas on what next
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This slide brings the poverty picture and the trade picture together ‐ recent decades
have seen a striking increase in the level of integration into the global economy (as
shown in the left hand chart). Exports as a proportion of global GDP have almost
tripled since 1960.
The inclusion of developing countries in this process of global integration has
contributed to dramatic declines in poverty (see in the right hand chart on poverty
declines)
Source: World Development Indicators, Povcalnet (poverty numbers based on 2014
estimates)
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The global poverty context: extreme poverty has fallen from just below 2 billion to
around 700 million people today. Overall this is a remarkable achievement – but the
challenge ahead is clear, especially in South Asia and Africa.
Most LDCs are in Africa – so the challenge of ending poverty in Africa clearly means
understanding the challenges LDCs face and trying to tackle them.
A key question in this: what role has trade had in reducing poverty to date? What
has been different, say, in EAP compared with SSA?
In other words – why have some LDCs been better able to take advantage of trade to
reduce poverty than others?
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Many channels through which trade can contribute to poverty reduction. Trade
creates opportunities to contribute to many of the issues here – but the process isn’t
automatic.
Next slides – challenges faced in maximizing the potential impact of trade on poverty
reduction.
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First‐ the global trade context is concerning.
Post‐crisis global trade slowdown: after growing 7.1 percent on average between
1987 and 2007, trade growth is now level with GDP growth [see next slide]
Falling commodity prices, mainly in energy but also non‐energy commodities
reinforcing need for economic diversification.
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Trade costs also remain high in absolute terms – there is still a lot of room to
integrate developing countries into the trading system.
On average, trade costs in manufacturing in high income countries for the
manufacturing sector were 82%, compared with 98% in the upper middle income
group, 125% in the lower middle income group, and 227% in the low income group.
These numbers make clear that it is by far the low income group that is the most
marginalized in world trade: on average, trade costs there are close to three times as
high as in the most developed countries
Agriculture costs are clearly higher – especially for low‐income countries.
The level of agricultural trade costs in low‐income countries is especially concerning
because of the importance of agriculture to poverty reduction. (for example 75% of
the extreme poor in Africa live in rural areas)
‐. In this case, the low income countries are becoming even more marginalized from
international agricultural markets: in 1996, their trade costs were 108% higher than
those of the high income countries, whereas in 2010 the difference was 117%.
Why are they higher?
‐Hard to get empirical analysis because of a lack of data on agricultural trade barriers
– but policy barriers to trade in agriculture are certainly part of this: a wide range of
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NTMs. Also infrastructure.
‐Also, agriculture has characteristics that entail higher costs – and the impact of the
same drivers of cost in manufacturing can be more pronounced in agriculture (e.g.
the impact of delays on perishable products)
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Constraints that make it more difficult to benefit from trade opportunities – but also
mean that the gains are potentially great if they are tackled as a central part of trade
integration strategies
Rural poverty: China, Cambodia stories. In China rural poverty fell from 76% in 1980
to 12% in 2001.
‐Impact on both consumer and producer prices through trade integration is limited
by internal transport costs
‐Also – information costs; input costs; risk; social marginalization
Fragility and conflict: border closures + loss of domestic connectivity reduce or cut
imports  consumer prices go up. Also cuts access to imported inputs.
‐Weak institutions mean trade can exacerbate conflict if not properly managed:
conflict minerals in the Great Lakes. Providing alternative livelihoods, trade
diversification essential.
Informality: large informal sector driven by high cost of formality
‐Most research looks at whether trade pushes people to informal sector: doesn’t
look at how being there in the first place affects benefits from trade opportunities
‐Those in the informal sector face risks above those in formal sector, and find it more
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difficult to gain from trade opportunities
‐Less access to finance; no/limited social protection; lower productivity
Women: exporting firms generally employ a higher share of women than non‐
exporting firms
‐Examples of relative wage increases for women through trade (e.g. garments)
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Blend of cross‐cutting, economy‐wide reforms and large‐scale interventions with
more targeted approaches.
Example of looking at complementary reforms: Reforms to increase competition
among logistics providers could reduce the cost of transporting staples in West Africa
by 50 per cent within 10 years
Draft Myanmar DTIS Poverty chapter as an example in the region of a poverty focus
to trade policy: some of the findings match the framework in the report (e.g.
domestic market integration as important as regional/global integration for the
poor).
Great Lakes Trade Facilitation Project as an example of an approach that lowers
trade costs between countries, in a way that focuses on the constraints faced by the
extreme poor in a fragile region. Through a $130 million initiative we are working
with DRC, Rwanda, Uganda, Tanzania and Zambia to facilitate trade, with a focus on
small‐scale cross border traders, most of whom are women and who live in remote,
rural areas. This kind of intervention is likely to have a high impact on poverty.
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