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FREE TRADE, POVERTY,
AND THE ENVIRONMENT
Nicole Hassoun

Introduction

P

roponents 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. In fact, the view
that free trade is good for the poor is so widely accepted that it is hard to get a
word in edge-wise. The Economist, the World Bank, and the International Monetary Fund accept this claim with nearly dogmatic ideological passion.1 Many
philosophers, economists, and lawyers are similarly convinced that the case for
free trade is strong because it will reduce poverty.2 For instance, Fernando Teson
and Jonathan Klick follow many economists in suggesting that the Argument from
Comparative Advantage largely vindicates this conclusion.3 On the other hand,
opponents of free trade counter, just as dogmatically, that free trade will lead to
environmental problems like climate change.4 For instance, some advance the
Race to the Bottom Argument on which free trade will put downward pressure on
regulatory standards increasing pollution and, so, environmental problems.5
This paper considers the case for free trade on the assumption that there is an
obligation to reduce poverty and mitigate environmental problems.6 After showing how the tension between the proponent and opponent of free trade can be
overcome, it canvases and defends a class of proposals that capture the benefits
of free trade for the poor and the environment while avoiding the costs. Traderelated adjustment assistance programs, linkage, trade barriers, and consumer
movements (like the Fair Trade movement) may be necessary and desirable.
The WTO’s proscription of many of these alternatives may be unjustifiable.7 At
least, the paper concludes, these alternatives merit consideration if they are the
most efficient means of helping the poor and the environment and appropriate
institutional safeguard are put in place to prevent abuse.
Obviously, there are incredibly important and interesting questions about how
to balance a concern for poverty against a concern for the environment (and how
these concerns should be balanced against other concerns we might have). Most
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philosophical work on poverty and the environment focuses on these questions.
These questions are not the only questions worth considering, however. There is
a lot worth saying even in the absence of answers to these questions. And, in any
case, this paper considers what someone who cares about both poverty and the
environment can say about free trade without such answers.
The first section of this paper sets out the normative framework we will use
in considering the case for free trade. It shows that one who cares about the environment should care about the poor, and one who cares about the poor should
care about the environment. It also points out that although a concern for the poor
and a concern for the environment may give us reason to support trade policies
that conflict these concerns may not lead to conflicting policy recommendations.
The second section considers and critiques one of the main arguments for free
trade: the Argument from Comparative Advantage. The third section articulates
and examines one of the strongest arguments against free trade: the Race to the
Bottom Argument. The fourth section considers an objection that applies to both
sorts of argument. The fifth section suggests a few alternative trade policies that
might help capture some of the benefits while avoiding some of the costs of free
trade for the poor. Finally, the sixth section responds to objections to using trade
policy to meet ethical objectives.

1. Normative Framework
The Environment
There are many environmental problems. There is almost unanimous agreement
within the scientific community, for instance, that climate change is happening.8
Most scientists also believe that climate change imposes non-negligible risk of
serious harm to humans and other species.9 On some accounts, climate change
could be catastrophic.10 If the Antarctic ice sheet collapses, sea levels may rise four
to six meters and climate change could disrupt important temperature moderating ocean currents.11 Worst case scenarios include massive droughts, extensive
flooding, or even another ice age.12 This paper will merely suppose, however, that
there is an obligation to mitigate environmental problems like climate change.13
There are important questions about what mix of mitigation and adaptation to
environmental problems like climate change is appropriate and who should bear
the burden of paying for the necessary changes. But this paper will not address
these questions.14
Many believe a sound environmental ethic requires much more than mitigating
environmental problems. Some argue, for instance, that there is an obligation to
respect animal rights,15 treat all teleological subjects of a life as members of our
moral community,16 or protect ecosystems and the biosphere for their own sakes.17
Because environmental problems are likely to harm human and non-human life
as well as ecosystems and the biosphere, there are many ways one could try to
show that there is an obligation to mitigate environmental problems.18 This paper
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will simply assume that there is such an obligation.

Poverty
Every hour sixty people die of measles,19 every minute fourteen people die
of AIDs,20 every thirty seconds malaria kills a child.21 Many of these deaths occur among the more than 800 million people who are undernourished or who
cannot secure safe water, essential drugs, basic sanitation, or adequate shelter.22
About a third of all deaths, fifty thousand every day, eighteen million a year, are
poverty-related.23 Much of the premature death and suffering in the world could
be easily prevented.24 So, this paper will suppose that there is an obligation to
enable all people in present and future generations to avoid poverty (insofar as
it is affordable to do so).25 Henceforth, we can say simply that there is a moral
obligation to reduce poverty. At least this much is required.26 There are important
questions about who should bear the burden of enabling people to avoid poverty.27
This paper will not address these questions, however.
Many people believe that a concern for the poor requires much more than reducing poverty. Some argue that there is an obligation to enable everyone to live
a good human life,28 give everyone equal opportunity,29 or ensure that the global
basic structure works to the maximal advantage of the least well off.30 So, there
are many ways that one could support the claim that there is a moral obligation
to reduce poverty. In subsequent sections, however, let us simply assume that
there is such an obligation.

Poverty and the Environment
A concern for the poor and the environment are connected. Those who care
about poverty have reason to care about the environment.31 Natural disasters
or famines have harmed billions of poor people in the last decade; hundreds of
thousands died as a result.32 Hundreds of thousands of poor people also die every
year from infectious diseases like malaria.33 Environmental problems like climate
change are likely to contribute to the devastation such diseases, disasters, and
famines bring. Epidemiologists predict increasing malaria rates, climatologists
argue that there will be a rising number of droughts and floods, and geologists
suggest that there will be more natural disasters. The poorest are likely to suffer
most from these changes.34 They are the most exposed and the least able to adapt
to changing environmental conditions.35 Those who care about poverty have reason
to care about the environment.
Conversely, those who care about the environment have reason to care about
poverty. The poor, collectively, contribute a lot to environmental problems like
climate change by using scarce sinks (like forests) and other non-renewable
resources.36 Swidden, or slash and burn, agriculture—usually employed by poor
farmers who want to plant crops or raise cattle on marginal lands—causes immense deforestation. Poor people, who do not have access to electricity or gas,
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burn a lot of wood and coal to cook their meals and heat their homes.37 Moreover,
as developing countries start using more fossil fuel, their emissions will rise. Developing countries are expected to emit more carbon dioxide than industrialized
countries by about 2018.38 Those who care about environmental problems, like
climate change, have reason to care about poverty.
Because poverty and environmental quality are connected in these ways, if
free trade benefits the poor, it will probably mitigate environmental problems like
climate change, at least a little. Similarly, if free trade harms the environment
it will probably increase poverty some. Of course, even if free trade increases
environmental problems and this harms the poor in some ways, free trade may
benefit the poor in other ways. Free trade’s net impact on the poor may even
be positive. Similarly, even if free trade decreases poverty and this benefits the
environment in some ways, free trade may harm the environment in other ways.
Free trade’s net impact on the environment may even be negative. Still, conflict
is by no means certain. Free trade may generally be good for both the poor and
the environment or bad for both. When we consider arguments for and against
free trade we, thus, need to consider the interaction between free trade’s impact
on the poor and its impact on the environment. The next section considers one
theoretical argument for and one theoretical argument against free trade. Section
four turns to these interactions.
The following inquiry is limited. It only considers what we should say about
free trade in light of a concern for the poor and the environment. Hopefully,
those who care about much more than this will be able to see many fruitful lines
for further research in this inquiry. If there are more extensive obligations, these
obligations may provide reasons to view the impacts of free trade differently. If
there are more extensive obligations, however, we will need a way of deciding
between these competing considerations before we can decide what should be
done 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. There are many versions of this argument, and other purely theoretical
arguments, for free trade. Still, there are a few reasons to consider the details of
the simplest version of the Argument from Comparative Advantage. First, free
trade’s advocates often rest their case for free trade’s helping the poor on this
argument.39 Second, many of the other arguments for free trade share at least
some of problems we will canvass for the simplest version of 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
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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. So, 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 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.40 The poor will benefit in the process. (Those who are not familiar
with the Argument from Comparative Advantage may want to review Appendix
A now for a text-book explication of the argument).

Critique of the Argument from Comparative Advantage
According to the Argument from Comparative Advantage, 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. How much poor countries will benefit from free trade will, however,
depend on the terms of trade (see Appendix B). They may not benefit much at
all. Worse, many of the assumptions required by the Argument from Comparative
Advantage are important and unrealistic.41 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 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 much
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. Poor people may, for instance, lose their jobs as production shifts to commodities made by people who are not poor. The case for free trade, thus, depends

358

PUBLIC AFFAIRS QUARTERLY

on how closely actual markets approximate or can be made to approximate ideal
markets.42 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.’”43
In sum, we cannot use the Argument from Comparative Advantage to conclude anything about the size of the benefits from free trade to poor countries or
individuals. It may not tell us anything about the distribution of benefits from free
trade within poor countries. It is possible that free trade will bring great gains
to the poor or even completely eliminate poverty. But, since the assumptions of
the Argument from Comparative Advantage do not hold, we cannot even be sure
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 avoid
poverty in the real world. Perhaps we can conclude more from the Race to the
Bottom Argument.

3. The Case Against Free Trade
Many opponents of free trade are convinced that free trade negatively impacts the environment. In particular, they argue that the economic growth free
trade brings is likely to increase environmental degradation. Some opponents
of free trade believe that, as the scale of the economy increases, more wastes
are produced and scarce sinks (like forests), that absorb these wastes, are used.
They believe technological change associated with trade can create as many
problems as it solves and free trade creates incentives for countries to decrease
environmental regulation. These opponents argue that free trade is likely to lead
to environmental degradation and problems like climate change. Each of these
claims merits significant attention. Most are, essentially, a matter for empirical
debate. The last worry about regulation has, however, a solid theoretical backing
in the Race to the Bottom Argument. The next section will set out and critique
this argument against free trade in more detail.

The Race to the Bottom Argument
The basic idea behind the Race to the Bottom Argument is simple. With free
trade, industries are more likely to move across borders. Countries have different
regulatory standards. So, industries have an incentive to move to countries with
lower environmental standards. Countries, thus, have an incentive to lower environmental standards to retain or attract industry. Ceteris paribus, these incentives
will lead industries to move to those countries with the lowest standards (a.k.a.
pollution havens) and lead countries to lower regulatory standards.44 So, industries
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will emit more pollution including chlorofluorocarbons and greenhouse gasses
which contribute to environmental problems like climate change.
Before proceeding, however, consider one important qualification. Free trade
might cause a race to the bottom where we would not see falling standards. This
might happen, for instance, if incentives to raise standards counter-balance or
swamp the incentives to lower standards. If the incentives to raise standards are
not trade related, free trade might still have increased environmental damage
relative to the damage that would occur without free trade.

Critique of the Race to the Bottom Argument
There are a few ways one might challenge the Race to the Bottom Argument.
One of the most promising responses is that, as free trade increases average income levels, demand for environmental regulation will rise.45 This could reduce
or eliminate the impact of a regulatory race to the bottom. It is even possible that
we will eventually see rising rather than falling regulatory standards purely as a
result of free trade. Countries may come to prefer having higher regulatory standards to lower regulatory standards because free trade increases their incomes.
Free trade need not contribute to environmental problems like climate change at
all; it may just speed up the transition to higher regulatory standards and lower
pollution levels. Free trade may even reduce, rather than increase, the severity of
such environmental problems.46 If, for instance, countries start to prefer having
high standards to low standards themselves, no matter how other countries set
their standards, standards will rise.47 Slightly different preference orderings may
also allow countries to avoid a race to the bottom without generating a race to
the top. Countries might prefer their current level of regulation to lower levels
of regulation no matter what other countries do but also prefer their current level
of regulation to unilaterally raising standards. Finally, there are other ways that
the Race to the Bottom Argument could fail. Companies may not, for instance,
prefer to increase emissions even in low standard countries as the threat of rising
standards may make it prudent to invest in environmentally sound technology at
the outset. Alternately, trade could create incentives for technological changes
that reduce environmental damage even in the absence of environmental regulation. (Though, of course, trade-induced technological change could also increase
environmental damage).
What is actually happening to countries’ preference structures and what will
happen in the future as a result of free trade reforms is not at all clear a priori.
It is possible that countries’ preference structures are as the Race to the Bottom
Argument suggests and will not change. But it is also possible that they have
never been as the Race to the Bottom Argument suggests. In short, we cannot
conclude much from the Race to the Bottom Argument.

360

PUBLIC AFFAIRS QUARTERLY

4. What We Do Know
We can use neither the Argument from Comparative Advantage nor the Race
to the Bottom Argument to decide what free trade’s impact on the poor or the
environment will be. The rest of this section argues that, in practice, free trade
probably has mixed effects. Some free trade reforms probably benefit the poor and
the environment while others hurt the poor and the environment.48 Some free trade
reforms probably benefit the poor and hurt the environment while others benefit
the environment and hurt the poor.49 All other things being equal, the obligation
to reduce world poverty and mitigate environmental problems provides reason
to support reforms only insofar as they help the poor and the environment. So,
subsequent sections consider some ways of capturing the benefits of free trade
while avoiding the costs of free trade for the poor and the environment.

Differential Impacts
We might consider free trade in agricultural markets 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 liberalizing agriculture. One
hundred forty-two of two hundred forty-eight billion dollars in fixed productivity
gains will probably go to low income countries.50 Agricultural tariffs have primarily negative impacts on the fortunes of developing countries. Nevertheless, some
agricultural trade barriers can protect important developing country markets.51
Liberalizing trade in Southern Africa’s staple commodities could be devastating
for many countries in Southern Africa as many of these countries are net food
importers.52 If food subsidies are reduced then prices for food may rise with free
trade. Some poor countries may fare worse with free trade in agriculture.
Furthermore, even in those countries that gain from free trade, 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.53 Many but not all poor people in Africa would do much
better if trade in cotton was free. Some textile workers, for instance, might do
worse; they might gain from US dumping (which lowers cotton prices).
Finally, we know that free trade in agriculture will probably have mixed
impacts on the poor in future generations. Economists predict that the dynamic
gains from free trade in agriculture will be even larger than the static gains from
opening markets.54 Nevertheless, free trade in agriculture 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 recent free trade reforms, 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.55
We might consider free trade in the energy sector to see how free trade is likely
to have mixed impacts on the environment. Energy use is the main contributor to
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climate change. Burning coal contributes about two fifths of the world’s carbon
emissions.56 Many countries subsidize use of such traditional energy resources.
The World Bank estimated that fossil fuel consumption subsidies alone amounted
to more than $200 billion dollars in 1992.57 Such subsidies can reduce prices
for traditional energy sources encouraging consumption and thus increasing
pollution. So, reducing these subsidies may help reduce climate change and
other environmental problems.58 Still, some energy subsidies may benefit the
environment. It would probably be unfortunate if subsidies for some renewable
and sustainable energy sources decline.59 Though, even here, the case is not so
clear. It depends on which renewable energy source and what environmental
problems we care about.60
The details vary and are difficult to work out. We must keep in mind the fact
that reforms that benefit the environment (or the poor) may harm the poor (or
the environment). Subsidies of traditional energy resources, for instance, may
be very important for the poor. This much should be clear, however: Some free
trade reforms can reduce poverty. Some can mitigate environmental problems.
Most reforms probably have mixed impacts. In light of obligations to reduce
poverty and mitigate environmental problems there is (ceteris paribus) reason
to support those reforms that both reduce poverty and environmental problems.
There are likely many such reforms. And, when a reform that has some good
effects (on the poor or the environment) also has some bad effects (on the poor
or the environment) there is reason to see if there is a way to capture the good
effects while avoiding the bad ones.
There will almost certainly be some times when there is reason to support
a policy that requires tradeoffs between ameliorating poverty and mitigating
environmental problems. Sometimes there may even be reason to support such
a policy over one that benefits both the poor and the environment. A policy that
requires tradeoffs may be much more cost-effective than one that does not or
may help us fulfill other moral obligations we may have. Sometimes, it may even
be better to spend the available funds on reducing poverty a lot at a slight cost
to the environment rather than making minor improvements that help both the
poor and the environment. We need a theory about how to deal with policies that
require tradeoffs. Still, this should not stop us from trying to find constructive
and creative alternatives to unfettered free trade that capture the benefits of free
trade for both the poor and the environment while avoiding associated costs. We
will consider some of these alternatives now.

5. Restructuring the Rules of Trade
Believing that there is an obligation to reduce poverty and mitigate environmental problems does not give one a reason to support unfettered free trade or
isolationism. Instead, there is reason to support those policies (protectionist or
not) that reduce poverty and environmental problems.61 Whether or not a particu-
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lar alternative should ultimately be implemented will depend on many things. It
will depend, for instance, on what other options there are (among other things).62
The seemingly innocuous proposition that there is reason to consider embracing
those policies (protectionist or not) that enable people to avoid poverty and help
the environment directly contravenes current international law embodied in the
WTO. Although the WTO does make some provisions for the poor embodied, for
instance, in article XX of the GATT/WTO, these provisions are not as broad as
those we are considering.63 So, we must consider how it is possible to restructure
the rules of trade embodied in the WTO or work around them to better reduce
poverty and mitigate environmental problems. 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 using
such trade policy to reduce poverty and mitigate environmental problems. This will
help us isolate some of the conditions under which using trade policy to achieve
these moral objectives may be acceptable. Holding everything else equal, if there
are defensible ways to restructure the rules of trade so that they better help the
poor and the environment, current WTO rules are unjustifiable.64
In trying to capture the benefits of free trade while avoiding the costs, it is
important to link free trade agreements both to provisions to reduce poverty and
to provisions to mitigate environmental problems. Otherwise reforms that help the
poor may harm the environment and visa versa. So, it might be good to change
the rules of the WTO so that they compensate the poorest when they are hurt by
free trade and create analogous means of mitigating environmental problems.
Consider first how the WTO might compensate the poor. Paragraph four 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
and least-developed countries.65 The rationale is that net food importing countries
are the ones most likely to be hurt by rising prices of agricultural commodities
due to free trade. Though the Marrakech decision has yet to be appropriately
implemented, a similar more sustainable program may be possible.66
The WTO might 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 helping their beneficiaries
avoid poverty by helping them adapt to changing economic conditions. One possibility is to create trade related adjustment assistance (TAA) programs. There
are many examples of TAA programs. The US TAA program “provides tradedisplaced workers with extended unemployment benefits, relocation expenses
and (compulsory) training as a bridge to a new job with similar levels of income
and benefits.”67 It also compensates the workers for free trade’s harms. There are
similar programs in place in other countries. The WTO might create a global
TAA program to help the poor.68
Next, consider how the WTO might use analogous means of mitigating envi-

FREE TRADE, POVERTY, AND THE ENVIRONMENT

363

ronmental problems. When a trade reform is likely to hurt the environment, the
WTO might require compensatory measures to reduce this impact. If, for instance,
a free trade agreement is expected to increase trade in wood products, thus hastening climate change, the WTO might require countries to plant new trees.69
Again, it is important that the WTO attend to its policies’ impacts on the poor
and the environment together. A reform that compensates the poor may still harm
the environment. A reform that compensates for damage to the environment may
still harm the poor.
There are also many other ways of restructuring the rules of global trade so
that they proactively reduce both poverty and environmental problems. Christian
Barry and Sanjay Reddy argue that there is reason to link free trade agreements
to agreements to improve labor standards and wages in developing countries.70
If this scheme were extended, the rules of trade might also require linking free
trade agreements to agreements to improve environmental regulations. Linkage
could both help the poor and reduce environmental problems.
Similarly, the WTO might be altered so that it allows countries to use trade
policy to unilaterally improve the position of the poor, while also helping the
environment. Consider a simple example of how imposing a trade barrier may
both help the poor and the environment. Suppose that Destitute is a very large
country and raises a tariff against marsupials from any other country. This will
reduce demand for foreign marsupials in Destitute. Producers in Destitute who
sell their goods domestically will benefit since they will be able to sell marsupials
at higher prices. Consumers in Destitute will lose out because they will have to
pay these higher prices. Any producers in Destitute 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 Destitute, plus the extra
revenue the producers make in Destitute, may leave Destitute as a whole better
off. Suppose the following conditions hold as well: The poorest in Destitute do
not buy marsupials but produce them for domestic sale and the poorest in foreign
countries do not produce marsupials but consume them. Since different countries
have different preferences for food and different technologies, this may be quite
realistic. On these conditions, 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 and benefit the
environment. Although this is, of course, a hypothetical example, similar tariffs
might bring great gains to the poor and the environment. Even rich countries might
justifiably help the poor and the environment using trade policy unilaterally.71 If
WTO rules allowed countries to use such trade barriers, trade policy could provide
a useful tool for reducing poverty and environmental problems.72
Those with a libertarian bent might object that this presupposes the possibility of fine-tuned social engineering. It is not clear that we have the knowledge
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we need to decide whether allowing particular countries to implement particular
tariffs will benefit the poor and the environment. Moreover, it would be expensive
and difficult to analyze the prospects for different tariffs bringing such benefits.
Perhaps constraints on the free market are unjustifiable for this reason. The WTO
has enough to do without evaluating every possible tariff.
Although there is something to this objection it is not clear that it is correct. It
might not be very expensive or difficult to figure out that some trade barriers will
benefit both the poor and the environment. Nor need the WTO be responsible for
doing so. Perhaps the WTO could allow countries to declare any trade barriers
intended to benefit the poor and the environment as long as they are prepared to
justify their barriers if challenged. Non-governmental organizations might, then,
help developing countries that lack the capacity or resources to do the requisite
econometric analysis find new ways to benefit the poor and the environment. Alternately, to minimize abuse, the WTO might just permit resource rich developing
countries to implement trade barriers to benefit the poor and the environment,
subject to random review.73 Although the details would need to be worked out
carefully, it is at least worth considering the possibility of allowing trade barriers
that do benefit the poor and the environment.
Finally, even individuals can promote free trade that does not increase poverty
or environmental problems.74 They might, for instance, buy Fair Trade certified
goods.75 Goods sold as Fair Trade certified must meet certain standards.76 At a
minimum, they must be produced by people paid a living wage in an environmentally sustainable way.77 Purchasing Fair Trade certified goods will probably not
completely solve the problems free trade can cause for the poor or the environment,
but it could do a lot of good if it leads to rising production standards.78 The collective impact of individual choices can be large. Altering some trade policy may
help the Fair Trade movement. The WTO might require countries to label goods
produced in sustainable ways that help the poor as Fair Trade certified. But, even
unaided 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 while also mitigating environmental problems.

6. Considering Objections
There are many ways the rules of trade might be altered or circumvented
to reduce poverty and environmental problems. Some of these may not require
changing the rules of trade embodied in international law in any way but many
will. We can, thus, conclude by considering objections to altering the rules of
trade in these ways.
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Using Trade Policy to Reduce Poverty or Environmental Problems
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 and mitigate environmental problems. Proponents of
unfettered free trade often argue that trade barriers are an inefficient way to help
the poor and mitigate environmental problems.79 They believe that such barriers
are unjustifiable because there is usually a net loss in using such barriers to fulfill
ethical objectives. So, one might conclude that there is reason to use taxation (or
other kinds of market reforms) to help the poor and the environment instead.
There is something right about this argument. If world poverty and environmental problems provide reasons to consider using trade barriers, they also
provide reasons to consider other market reforms. Global taxes to reduce poverty
and environmental problems may be an option. Thomas Pogge, for instance, suggests taxing use of natural resources and using the proceeds to help the poor.80
Such proposals deserve serious consideration. Nevertheless, this argument
misses something important. In theory, 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 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 (the more goods or people to which they apply).81 This is because
taxes with a broader base usually cannot be avoided as easily as taxes with a
narrower base and it is the costs associated with people trying to avoid taxes that
make taxes more or less efficient. People could avoid a tax on rice, for instance,
by purchasing flour instead. It is harder to avoid a tax on food, and harder yet to
avoid a tax on all goods and services. Because tariffs usually do not have a very
broad base, the objector might contend, 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.82 In theory, trade barriers can be just as good and efficient as
taxation (or other kinds of market reforms) in ameliorating poverty.83 Although we
cannot get into the details here, there is a wealth of both theoretical and empirical
literature in international and public economics on how different trade barriers
and other market reforms affect efficiency.84
Even if trade barriers are rarely a first-best solution to enabling people to avoid
poverty and mitigating environmental problems, we do not live in a first-best
world. There may be reasons of political economy to use such barriers rather than
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taxes or other market reforms to fulfill ethical obligations. It may, for instance,
be easier to get developed countries or corporate producers to reduce poverty or
environmental problems through discriminatory quotas or tariffs than through
taxes or other market reforms. Some of these reforms will also ameliorate environmental problems. There may even be some cases where the only realistic way
to reduce environmental problems and poverty is to levy tariffs against countries
destroying the environment and decimating their populations.85 The threat of
trade barriers may, for instance, be essential in getting rogue countries to agree
to international environmental and development treaties. There may be few other
ways to punish those who do not live up to their commitments not to harm the
poor and the environment.86 Consider how a tariff may help reduce environmental
problems in a non-compliant country. Suppose Non-Compliant is the only country
emitting a particular green house gas as a by-product of a particular production
process. Suppose Compliant is the only country that purchases products made
in this way. Compliant may be able to put a tariff on any goods made using that
production process so that pollution will decline to optimal levels.

Using Trade Policy to Reduce Poverty or Environmental Problems
Is Paternalistic
A second argument against using trade policy to reduce poverty and environmental problems 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 and environmental
problems.87 Preventing countries from fulfilling these preferences is paternalistic.88 Those who are concerned about poverty and the environment should try
to protect the poor and mitigate environmental problems within the borders of
their own country. Using trade policy to get other countries to help the poor or
the environment is unjust.89 Such behavior should be illegal under the WTO, and
countries should not use such trade policy.
This Paternalism Argument is strongest against the conclusion that there is
reason to use trade policy to reduce poverty. Let us consider whether it succeeds
in undercutting this conclusion first. We can then consider how the Paternalism
Argument fares against the conclusion that there is reason to use trade policy to
ameliorate environmental problems.
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 avoid poverty may not do so. Few, if any, are
legitimate. There are, for instance, many despotic countries that do not care for
their citizens’ welfare. And even democratic countries may, in effect, be ruled by
wealthy individuals who do not care about the poor. If a trade policy can reduce
poverty in these countries, there is prima facie reason to support the policy.90
The second reason why the Paternalism Argument does not tell against us-
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ing trade policy to reduce poverty is this: Some countries simply do not have
the resources to enable all of their people to avoid poverty. We cannot say these
countries do not enable their citizens to avoid poverty because the people in these
countries 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 avoid poverty that it is unacceptable to use trade policy to help
the people in these countries. Specifying, as many economists do, that people
prefer whatever they will pay for is not the same as arguing that we must give
people only what they will pay for.91 To put this another way, saying that people
do not want to avoid 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 acceptable to help them avoid poverty.92
Similar points hold with regard to the Paternalism Argument against using trade
policy to reduce environmental problems. First, there are many reasons countries
may not reduce environmental problems and few if any are legitimate. Countries
may, for instance, have despotic leaders or misguided majorities unconcerned
about the environment. Second, countries may want to reduce environmental
problems but not be able to do so on their own. If so, the fact that countries do
not try to reduce environmental problems on their own does not show that they
have chosen not to do so. Saying that such countries “prefer” not to reduce environmental problems because they cannot do so, is either false, or if made true
by definition, irrelevant to the question of whether or not we should help them
do so. The Paternalism Argument fares no better against that conclusion that it
is unacceptable to use trade policy to mitigate environmental problems than it
fared against that conclusion that it is unacceptable to use trade policy to reduce
poverty.93

Using Trade Policy to Reduce Environmental Problems
Undermines Sovereignty
Perhaps the proponent of the paternalism argument is really concerned about
sovereignty. Perhaps interfering with sovereign nations by setting conditions on
trade to reduce poverty or environmental problems is unacceptable, even if the
rulers and the citizens of these countries do not see eye to eye. If this is right,
there might be reason not to use trade policy to reduce poverty or environmental
problems in countries that do not want such interference.
It is not clear, however, that this sort of interference is impermissible. The
decisions of sovereign states may have some claim to respect. But, even if they
do, it is not clear that using trade policy to help the poor violates other countries’
sovereignty. Perhaps the advocate of the paternalism argument could rely on the
view that sovereign states are owed terms of trade set independently of moral
considerations. But to require sovereign states to let the terms of trade be set independently of moral considerations may itself violate sovereignty! If sovereignty
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is absolute, perhaps states should be able to impose whatever trade barriers they
want (even those based on moral considerations).
Furthermore, there is another problem with the sovereignty argument. Let us
grant for the moment that requiring sovereign states to let the terms of trade be
set independently of moral considerations does not itself violate sovereignty. Let
us also grant that using trade policy to reduce poverty or mitigate environmental
problems infringes on sovereignty. Still, the proponent of the sovereignty argument must show that sovereignty has more moral weight than a concern for the
poor and the environment.94 In the absence of such argument, the sovereignty
argument does not show that using trade policy to reduce poverty and mitigate
environmental problems is unacceptable.

Using Trade Policy to Achieve Moral Goals Opens the Door to
Harmful Protectionism
Finally, one might argue against using trade policy to reduce poverty and
mitigate environmental problems as follows. People may disingenuously cite
reducing poverty or environmental problems as the reason for protectionist measures. Producers or consumers seeking protection from competition may take
advantage of well-intentioned concern about poverty and environmental problems
to gain unfair economic benefits.95 Ethanol producers might, for instance, use
environmental problems as a reason for protectionism that will keep corn prices
low even though the environmental benefits of ethanol are questionable.
This is probably the strongest argument against using trade policy to achieve
ethical objectives. Nevertheless, some collusion between self-interested producers
or consumers and those who genuinely care about world poverty and environmental problems, may not be bad. Suppose it is possible to build coalitions of
those who care about the poor and the environment and those seeking protection
(this is quite likely as the groups are not mutually exclusive). It might then be
possible to adopt appropriate trade policy more quickly.
Still, it is clear that there may be a problem. Concern for the poor or the environment may function as a cover for protectionism that does not benefit (or even
harms) the poor or the environment. US agricultural subsidies, for instance, make
it difficult for poor countries to compete in the global market. And, since many
crops are fertilized with petroleum based products in the US that emit nitrogen
oxide the impact on the environment may be negative as well.96 Those who care
about the poor and the environment may even be fooled into supporting such
protectionism.
Fortunately, there are a few ways to 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 or mitigate environmental problems.97 If proposed
measures to benefit the poor and the environment do not do so then, unless there
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is another reason to implement such measures, they should not be allowed.98
Educating those who care about the poor and the environment 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 and the environment. But, the fact that protectionism can hurt the poor does not tell against using protectionism if it benefits
the poor and the environment.

Conclusion
Hundreds of thousands of people protest against the WTO because they believe that the Race to the Bottom Argument shows free trade will decimate the
environment, while equally passionate advocates of free trade cite the Argument
from Comparative Advantage as evidence that free trade will ameliorate world
poverty.99 Neither argument alone can make or undercut the case for free trade.
The potential benefits of free trade for ameliorating world poverty and environmental problems 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 and mitigate
environmental problems. Trade-related adjustment assistance programs, linkage,
trade barriers, and consumer movements (like the Fair Trade movement) may be
necessary and desirable. The WTO’s proscription of many of these alternatives
may be unjustifiable. At least, these alternatives merit consideration if they are the
most efficient means of helping the poor and appropriate institutional safeguard
are put in place to prevent abuse.
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Appendix A
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 illustration of the Argument from Comparative Advantage using a simple
two-country two-good model. Although there are many more complicated models
(e.g., a mixed Ricardian/Heckscher-Ohlin model), the simplest model will suffice
to illustrate the general idea. Similar critiques can 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 Wealthy and Destitute). Suppose that Wealthy has an
absolute advantage in producing both goods. It costs Wealthy less to produce
xylophones than it costs Destitute to produce xylophones. It also costs Wealthy
less to produce marsupials than it costs Destitute 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):100
Wealthy

x=1

m=2

L = 24

Destitute

x=6

m=3

L = 24

Each country has twenty-four labor hours available for production. It costs
Wealthy one labor hour to produce a xylophone and two labor hours to produce
a marsupial. It costs Destitute six labor hours to produce a xylophone and three
labor hours to produce a marsupial.
The opportunity cost of producing a xylophone is the number of marsupials
that a country could produce instead of the xylophone. Wealthy has to give up
half a marsupial to produce a xylophone. Destitute has to give up two marsupials
to produce a xylophone. So Wealthy has a comparative advantage in producing
xylophones. Destitute, however, has a comparative advantage in producing marsupials. Destitute only has to give up half a xylophone to produce a marsupial.
Wealthy has to give up two xylophones to produce a marsupial. Depending on
demand for these commodities, it may be possible for both countries to gain
from trade. To maximize profit, each country needs to focus on producing only
one commodity. Then each can exchange their surplus production for the other
commodity. Because Wealthy has a comparative advantage in xylophones and
Destitute has a comparative advantage in marsupials, Wealthy should concentrate
production on xylophones and Destitute should concentrate on marsupials.
Consider how each country may fare with and without trade. Let us assume
that this is the situation before trade:
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Production without Specialization
Xylophones

Marsupials

Wealthy

16

4

Destitute

3

2

World Total

19

6

Wealthy spends sixteen hours producing xylophones and so produces sixteen
xylophones. Destitute spends six 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:
Production with Specialization
Xylophones

Marsupials

Wealthy

24

0

Destitute

0

8

World Total

24

8

There are a total of five extra xylophones and two extra marsupials produced.
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:
Production with Specialization
Xylophones

Marsupials

20

5

Destitute

4

3

World Total

24

8

Wealthy

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.

Appendix B
Recall that, in the example in Appendix A, five extra xylophones and two extra
marsupials were produced by specialization than were produced without specialization. The going price was five marsupials in exchange for four xylophones.
So, each country did better in both commodities than they did before trade. If,
however, it cost six marsupials to get four xylophones this situation may result:
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Production with Specialization
Xylophones

Marsupials

Wealthy

20

6

Destitute

4

2

World Total

24

8

In this situation, Wealthy ends up with twenty xylophones rather than sixteen
and six marsupials rather than four. Destitute ends up with four rather than three
xylophones but only two marsupials. Destitute does not do as well when the terms
of trade are not in Destitute’s favor. The Argument from Comparative Advantage
does not tell us much about the size of the benefits to poor countries or individuals
that will benefit from trade.
Carnegie Mellon University
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