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Making Trade Policy Inclusive
With the rise of global value chains where different stages of the production
process are located across different countries, international trade flows became
increasingly intricate, resulting in innumerable flows of goods, services and
people across multiple borders. The reduction of trade barriers has presented
new opportunities as well as accompanying risks for businesses, governments and
consumers. However, there is still divergence between economists’ attachment
to free trade and what we observe in actual policymaking. Consequently, levels
of trade protection (including tariffs, subsidies, quotas, regulations and currency
manipulation) remain common, with a corresponding need to better understand
how political processes and institutions affect trade policy choices – and which
choices support better development outcomes such as livelihood opportunities
or food security. That is why the research of the Business, Markets and the State
(BMAS) cluster at IDS has placed political economy analysis at the centre of
understanding the distribution of trade gains and losses. Understanding and
addressing asymmetries along power dimensions, and how winners and losers are
affected by trade policy changes, remain key for progress towards the Sustainable
Development Goals (SDGs).
What do we know?
Our research starts with the recognition that
trade generates winners and losers. Hence, there
is a need for both flexibility in trade policy
(including non-tariff barriers) and trade-linked
development cooperation, e.g. promoting the
internationalisation of developing country
enterprises through the provision of market
information and business advice. The exact
formulation of such trade policies is a product of
domestic bargaining between state, business
and non-governmental actors, with outcomes
influenced by and influencing similar processes
at a global level (Figure 1).
South-South trade plays an increasingly
important role within a sustainable global
trading system, including through triangular
trade relationships (i.e. interacting with NorthSouth trade). South-South trade flows have
grown rapidly, drawing attention to the role of
trade-linked South-South cooperation (e.g.
between China and African countries). SouthSouth trade is also, directly and indirectly,
contributing to better fiscal sustainability in
developing countries due in part to improved
access to rapidly growing export markets (e.g.
China and India). Shifting axes of global trade
flows raise equally important questions of
effective design and implementation of tradeoriented development interventions. These not
only support growth and markets but also seek
to address persistent challenges of poverty and

welfare, by accounting for the embedded power
relations that underline any mutual economic
partnerships.
Appropriate theoretical frameworks can explain
domestic political economy factors that shape
trade policy across sectors. This political
economy lens not only serves to explain trade
policy outcomes but can be integrated with and
inform work on investments, value chains and
innovation. It can be used to inform value chain
analysis by, for example, showing how trade
policy rents shape value chain structures,
identifying poverty-reducing value chain
interventions, and examining international trade
not merely as market-based transactions but
also as systems of governance.
There is an increasing recognition of the need for
a trade agenda that is inclusive and that builds
on a progressive trade policy. Such policy should
be linked to transparent trade negotiations,
trade frameworks, trade institutions and
governance, and trade support mechanisms.
Other issues relate to the role of trade costs in
trade and production networks within or across
countries, and link to productive capacities,
sector coverage in trade agreements, and
interactions across the trio of states, markets and
society that underline inclusive innovation. This
calls for provisions for accountability in trade
negotiations, whether through procedures for
transparency or meaningful public participation
to ensure ownership in trade agreements.
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In addition, what is needed is the alignment
of trade policy with other aspects of the
policy agenda, such as countervailing
measures to protect and support those
who lose out – consumers, workers, or
regions; and go beyond business-as-usual
in creating trade impact for good.

How we work with others toward
sustainable development

The BMAS cluster is applying this
understanding of the intricate link between
the political economy of trade and
development outcomes to identify the
policy implications and to support the
design of more effective development
interventions. We are doing this by
engaging with donors (e.g. the Foreign,
Commonwealth & Development Office,
formerly DFID and FCO) and other
international organisations (e.g.
International Trade Centre, Commonwealth
Secretariat and other UN bodies) to
articulate the rationale for development
cooperation programmes promoting trade
and investments in agriculture,
manufacturing and services; assess the
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Figure 1. Political economy of trade and development
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interrelationship between trade,
investments and sustainable development
(e.g. in marine spatial planning); and
analyse the linkages with food security and
women’s empowerment (e.g. in agricultural
commercialisation).
We also work with government bodies and
international organisations to inform policy
reform processes and prescriptions. This has
included practical guidance on trade and
investment policies for the national export
strategies of governments, such as those of
India and African countries; policy affecting
small and medium enterprises; and on
informing policy direction on flows of
knowledge and resources along value
chains.
Our work continues to draw on a mix of
quantitative methods and in-depth
qualitative research with key stakeholders
to draw meaningful insights for fostering
systematic dialogue between partners and
facilitating trade and investment for
development.
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The Business, Markets and the State cluster investigates how businesses enable or constrain pathways
that deliver development and curb inequalities, and how the relationships between business and the state
influence these processes. Our interdisciplinary research builds on IDS’ well-established track record working
on value chains and market systems, complemented by political economy and participatory perspectives.
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