
The Trade Policy Context 

Sheila Pag e 

Trading opportunitie s an d th e economic an d polic y change s tha t affec t the m 
have acquire d greate r importanc e i n developmen t strategie s i n recen t years . 
This is not principally becaus e of the growing share of trade in world output : 
that shar e ha s alway s bee n hig h fo r man y developin g countries . I t i s partl y 
because o f th e chang e i n developmen t models , toward s a  focu s o n market s 
rather tha n government s t o determin e pattern s o f growt h an d development . 
But i t i s also becaus e man y o f th e countrie s whic h ar e stil l poor an d seekin g 
the firs t step s toward s developmen t ar e small , an d therefor e particularl y 
dependent o n externa l market s rathe r tha n domesti c demand . Thu s i t i s 
increasingly necessar y fo r producer s t o understan d externa l market s an d 
how the y are changing . 

At th e nationa l polic y level , ther e i s increase d awarenes s o n th e par t o f 
governments i n man y developin g countrie s (includin g Ghana , Sout h Africa , 
Bangladesh and India) of the importance of trade policy. They no longer simply 
accept special , preferentia l acces s fro m develope d countries ; the y ar e tryin g 
to chang e polic y throug h participatio n i n th e WT O an d als o i n regiona l 
arrangements, bot h amon g developin g countrie s an d wit h develope d coun -
tries. A similar awarenes s o f th e impac t o f trad e polic y i s increasingly neces -
sary for producers . 

Although Indi a an d Sout h Afric a hav e substantia l domesti c markets , fou r 
of the case studies in this book ar e from countrie s where domesti c demand i s 
too lo w t o suppor t a  nationa l market-base d strateg y (Bangladesh , Ghana , 
Mozambique and Samoa). Two of the initiatives are clear responses to changed 
trading opportunities: call centres in India are a response to the technologica l 
and organizationa l change s which allo w the suppl y o f service s a t a  distance ; 
and the growth of garment manufacture i n Bangladesh is a response to policies 
which hav e given i t an advantag e i n developed countr y markets . Two other s 
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are examples o f long-established export s - coco a fro m Ghan a an d frui t fro m 
South Africa . Bu t Ghanaia n coco a producer s hav e attempte d t o fin d a  ne w 
place in the market , base d o n fai r trade , so that als o i s a response t o change . 
The examples o f cashew, in Mozambique, and coconut , in Samoa, are differ -
ent i n tha t the y ar e mor e 'supply-driven' ; her e th e initiative s ste m fro m 
national o r group objectives -  th e entrepreneurs appea r t o have looked a t th e 
markets onl y afte r the y ha d decide d o n wha t t o produce. 1 I f the y no w fin d 
that the y fac e disadvantage s o f cos t an d scal e (a s in coconut) , thi s i s a  risk y 
strategy. 

The trading syste m continues to present barrier s to producers i n develop-
ing countries . Th e cleares t exampl e o f thi s i n thi s boo k i s the protectio n o f 
dairy and suga r products which deters Ghanaian cocoa producer s from mov -
ing directly int o production o f chocolate; but call centres and frui t producer s 
also fea r protection . Th e example s o f coco a productio n an d garmen t manu -
facture sho w ho w som e producer s reac t t o obstacles . Whil e th e coco a 
producers have found way s to get around the protection (b y taking a share of 
a company producing chocolate within Europe) , the garment producer s hav e 
exploited th e protection agains t othe r countries . They ar e no w awar e o f th e 
threat fro m th e endin g of th e Multifibre Arrangemen t whic h gav e them tha t 
opportunity, an d som e producers i n Bangladesh ar e actively planning fo r th e 
changed environment . Bot h past and curren t strategie s have been encourage d 
by governmen t policy . Policie s othe r tha n thos e o n trad e ca n als o b e a n 
obstacle t o producers . Th e hig h dependenc e o f Samo a o n ai d an d remit -
tances, whic h i s noted i n th e cas e study , suggest s tha t an y export s wil l fac e 
difficulties a s these inflow s o f fund s caus e Samoa' s exchang e rat e t o b e hig h 
and it s export s t o b e les s competitive . Th e cashe w processors ' activitie s i n 
Mozambique ar e constrained b y high interes t rates . 

This chapter wil l attempt t o loo k a t ho w th e current situatio n an d polic y 
environment ar e likel y t o chang e an d ho w thi s coul d affec t th e initiative s 
described i n thi s book , a s wel l a s othe r potentia l exporter s i n developin g 
countries. I t wil l examin e bot h th e direc t effect s whic h polic y change s ma y 
have o n thes e product s an d th e indirec t effects , whic h ma y alte r th e relativ e 
advantages o f differen t type s of export . 

1 Ne w Economic Opportunities by Sector 
That th e deman d fo r traditiona l commoditie s grow s slowly , an d tha t there -
fore thei r price s ar e likel y to b e depressed , ha s bee n wel l know n i n develop -
ment analysi s fo r ove r hal f a  century . Th e conventiona l advic e i s that coun -
tries should diversif y awa y fro m traditiona l export s o f raw commoditie s lik e 
cocoa, coconut s o r cashews . On e stran d o f advic e suggest s movin g int o 

186 



THE TRADE POLIC Y CONTEX T 

'value-added' product s base d o n these , as some of the producers who ar e th e 
subject o f thi s boo k hav e done , wit h fai r trad e cocoa , coconu t oi l product s 
and processe d cashe w nuts ; bu t th e strateg y whic h ha s bee n followe d b y 
many successfu l countrie s ha s bee n t o mov e int o ne w good s base d o n a 
reassessment o f countries ' comparativ e advantages . Fo r man y o f th e Asia n 
countries, thi s mean t movin g int o labour-intensiv e sectors , whether process -
ing goods, as i n the ready-mad e garmen t industr y i n Bangladesh , o r supply -
ing services , as in Indian cal l centres . In the 1980s , a  third for m o f diversifi -
cation, int o ne w horticultura l good s lik e Sout h Africa n fruit , wa s suggested , 
but this has never been more than a  small part of countries ' strategies. 

Traditional commoditie s 
While th e negativ e forces , relativel y slowl y growin g deman d an d increasin g 
efficiency o f production , ofte n b y ne w suppliers , continu e t o depres s long -
term expectation s fo r th e price s o f traditiona l commodities , ther e ar e occa -
sional reversals . In th e past , thes e hav e bee n becaus e o f war s o r exceptiona l 
growth period s i n developed countries ; a new facto r i s emerging a t present -
the emergenc e o f Chin a a s a  majo r importer . Fo r man y commodities , Chin a 
has littl e productio n o f it s own . It s rapi d growt h ha s require d massiv e 
imports, leadin g t o significan t shift s i n th e directio n o f trad e an d i n worl d 
commodity prices . In the first quarte r o f 2004, the index of al l non-fuel com -
modity price s wa s 2 5 pe r cen t abov e it s 200 1 level , an d fo r th e tw o basi c 
commodities represented here , cocoa an d coconut oil , prices in the first quar -
ter o f 200 4 wer e almos t 5 0 pe r cen t an d 10 0 pe r cen t highe r tha n i n 2001. 
These peak s nee d t o b e kep t i n perspective . Th e pric e o f coco a wa s 3 0 pe r 
cent lower in 2000 than in 1990, and the price of coconut oi l and the averag e 
price for al l commodities ar e stil l below their 199 5 levels . As past experienc e 
suggests tha t i t i s onl y a  rapi d increas e i n demand , no t continuin g hig h 
demand, tha t raise s commodit y price s abov e thei r tren d path , eve n i f Chin a 
continues t o grow , a  levellin g of f woul d b e expecte d an d an y deceleratio n 
would lead to price falls. Nevertheless, this recent reminder tha t prices can go 
up a s well a s dow n indicate s tha t value-adde d commodit y product s wil l no t 
always have a  strong advantage ove r traditiona l commodities . 

Agricultural commodit y price s ma y als o perfor m bette r tha n tren d ove r 
the next few years if there is reform o f the highly protected regimes in the EU, 
Japan an d th e US . A combination o f hig h barrier s t o import s an d subsidie s 
that hol d thei r ow n domesti c productio n wel l abov e economi c level s hav e 
kept worl d deman d fo r agricultura l commoditie s fro m th e res t o f th e worl d 
below it s marke t level . Thi s ha s depresse d prices . Th e estimate s tha t hav e 
been made o f the effec t o f US and E U subsidies on cotton price s suggest tha t 
they coul d b e 2 0 pe r cen t highe r i n th e absenc e o f subsidie s (Gillso n et  al., 
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2004). A change in agricultural polic y would no t affec t tropica l commoditie s 
like cocoa an d coconu t oi l directly, but in some developing countries i t migh t 
lead t o a  shif t bac k t o th e commoditie s tha t ar e no w subsidized . Lik e th e 
effect o f Chines e demand , thi s modifies , rathe r tha n reverses , th e rul e tha t 
'commodity price s fall' . Th e combinatio n o f thes e tw o forces , however , 
suggests tha t th e argument s fo r shiftin g awa y fro m traditiona l commoditie s 
will become weaker i n the current decade . 

The cocoa production describe d in the chapter o n Ghana i s principally fo r 
traditional export , an d thi s par t o f th e outpu t ma y therefor e gain . Althoug h 
the pric e guarantee s an d an y premiu m o n th e pric e receive d becaus e o f th e 
fair trad e elemen t ma y appea r smal l b y comparison , the y ar e nevertheles s 
very important fo r th e farmers involved . In the longer term, the question tha t 
needs t o b e aske d i s whethe r th e deman d fo r fai r trad e coco a wil l expan d 
sufficiently rapidl y (o r whethe r th e producer s o f fai r trad e product s ca n 
market th e concep t t o mak e th e deman d expan d sufficientl y rapidly ) t o 
counter th e tren d fal l i n basi c commodit y prices . Fo r coconu t oil , th e sam e 
question mus t b e aske d abou t th e deman d fo r organi c products , bu t th e 
Samoan producer s ar e perhap s les s likel y t o gai n fro m an y uplif t i n price s 
because of their small-scale and weaker marke t power (i n contrast, the cocoa 
study notes the way tha t Ghan a ha s used it s market position) . 

New or non-traditional commoditie s 
Pineapple an d prawn s i n the 1980s , and flower s an d frui t i n the 1990s , hav e 
seemed t o offe r th e bes t o f bot h worlds : hig h prices , becaus e unlik e trad -
itional commodities they have a high income elasticity, and an easy transitio n 
for farmer s wh o nee d t o mov e ou t o f commodities . Th e firs t cavea t t o thes e 
examples is that in no country are they a large-scale export . (I n Kenya, where 
flowers an d frui t hav e been frequently studied , they are around 5  per cent of 
exports.) Second , mos t o f the m ca n be , and no w are , produced i n a  numbe r 
of countries , s o tha t whil e thei r price s ma y fal l les s rapidl y tha n thos e o f 
commodities fo r whic h deman d i s rising slowly , they stil l fall . And finally , a s 
will b e discusse d belo w (an d a s i s note d i n th e chapte r o n Sout h Africa n 
fruit), ther e are increasingly onerou s barrier s in the form o f both governmen t 
and privat e secto r standards . A s wit h an y demand-drive n an d competin g 
product, producer s mus t continuall y innovat e i n the produc t an d constantl y 
reduce cost s to mee t new competition . 

Processing traditional commoditie s 
Whether thi s is a sensible route towards diversificatio n depend s partly o n th e 
relative cos t o f transpor t o f th e ra w an d processe d goods . Fo r a  fe w com -
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modities an d countries , th e choic e ma y als o b e mad e fo r industrializatio n 
policy reasons : i f processing offer s acces s t o technologica l o r organizationa l 
learning tha t wil l hav e significan t effect s o n a  country' s economi c develop -
ment. Bu t i n mos t cases , th e choic e depend s mainl y o n whethe r a  countr y 
which ha s the conditions tha t giv e i t a  comparative advantag e i n productio n 
also has these for processing . For many commodities , the conditions ar e very 
different, s o that Bangladesh , for example , like many othe r developin g coun -
tries, processe s it s garment s usin g importe d textiles . Althoug h i t produce s 
some fibres , the intermediate stag e of producing textile s i s highly capita l an d 
technology intensive , s o i t specialize s i n th e labour-intensiv e stage s o f 
growing cotto n an d makin g clothes . Changin g way s o f organizin g produc -
tion, such a s the satellit e production discusse d i n the stud y on Mozambique , 
can creat e th e condition s fo r successfu l processing , an d th e growin g experi -
ence o f differen t way s o f subcontractin g productio n ma y offe r increasin g 
opportunities o f thi s type . 

The example of the Kuapa Kokoo Cooperative from Ghan a taking a direc t 
share i n a  chocolate productio n compan y i n it s European marke t i s anothe r 
case where changing organization increases the opportunities for a  developin g 
country to process its raw materials . The high barriers to milk and sugar , and 
therefore t o chocolat e whic h contain s them , hav e deterre d th e processing o f 
cocoa i n developing countries , bu t b y locating the processing within Europe , 
Kuapa Koko o ha s overcom e thi s barrie r (an d probabl y als o reduced it s vul -
nerability t o unreasonabl e E U foo d standards). 2 Thi s provide s incom e t o 
Ghana through profit s rathe r than wages, but this income can also be used t o 
increase employment . I t i s likely tha t innovation s an d improvement s i n ho w 
firms ca n organize thei r production a t a  distance will increase these opportu -
nities, but producer s shoul d neve r assume tha t processin g i s the logica l step . 

Manufacturing 
This i s the traditiona l rout e t o increase d incom e an d development , an d th e 
growth i n deman d fo r basi c good s suc h a s th e appare l produce d i n Bangla -
desh, combined wit h increased awarenes s b y developed countr y importer s of 
the significan t labou r cos t advantage s o f producin g i n developin g countries , 
has le d to larg e shift s o f som e product s an d som e stage s of productio n fro m 
developed t o developin g countries . The stud y o f Banglades h illustrate s bot h 
the opportunitie s an d th e limitation s o f thi s pattern . Th e shif t ha s increase d 
the numbe r o f workers , including man y women , wh o receiv e wage incomes , 
but the constraints cause d b y production condition s i n Bangladesh ha s mad e 
it difficul t t o find opportunitie s t o move to more value-added products . Thi s 
type o f opportunit y i s likely to continue t o b e available i n new areas o f pro -
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duction, a s wel l a s i n thos e wher e i t i s already strong , bu t i t require s coun -
tries (o r entrepreneur s withi n them ) t o identif y ne w opportunitie s tha t ar e 
often unrelate d t o it s commodity resource s (Banglades h make s appare l fro m 
East Asia n fabric , no t it s ow n cotto n o r jute ; Malaysia processe s integrate d 
circuits, no t rubber) . Thes e activitie s are , therefore , th e opposit e o f th e 
Samoan o r Sout h African examples , where existin g products ar e being used . 

Services 
Although th e share o f service s in world trad e ha s not ye t risen as strongly a s 
it has in most nationa l economies , they are an importan t expor t fo r develop -
ing countries , and thi s shar e i s likely t o ris e faster i n the futur e fo r th e sam e 
reasons a s i t ha s nationall y -  deman d fo r service s increase s faste r tha n 
income. Tourism , fo r example , no w ha s a  highe r shar e o f worl d trad e tha n 
cars o r oil , an d i t i s particularly importan t fo r man y smal l an d poo r coun -
tries. The hig h labou r intensit y o f mos t service s makes them obviou s sector s 
for Indi a t o exploit . Th e fal l i n th e cos t o f communication s an d electroni c 
technology whic h ha s permitte d th e emergenc e o f cal l centre s a s a n 'expor t 
opportunity' ma y no t continu e a t it s recent rate , bu t mos t type s o f compan y 
and servic e product hav e no t ye t adopted th e technologies no w available , s o 
that this is likely to remain a  major are a o f growing opportunities . Although , 
as with the transfer o f jobs in manufacturing t o developing countries, the initial 
organization i s centralized, the same potential t o reorganize and decentraliz e 
could allo w these opportunities als o to go to smalle r group s an d countries . 

2 Changin g Trade Policie s 

Until th e 1970s , mos t developin g countrie s di d no t activel y promot e thei r 
exports through international trade policy. Their traditional products normall y 
faced low , i f any , tariffs o r barriers , excep t fo r a  fe w suc h a s dair y product s 
and sugar , whic h face d apparentl y immutabl e barriers . Thei r ne w product s 
usually face d lo w barrier s i n thei r principa l market s becaus e o f preference s 
offered b y develope d countrie s t o thei r traditiona l supplier s (extende d t o 
more countries b y the Generalise d Syste m o f Preferences i n the 1970s) ; serv-
ices were no t ye t o n th e horizon . O f th e product s describe d here , onl y frui t 
and coconu t oi l appea r t o fac e som e tarif f barriers . I n th e 1960s , countrie s 
which ha d activ e trade policie s t o promote developmen t wer e more likel y t o 
be promotin g productio n fo r domesti c consumptio n b y controllin g import s 
than followin g a n export-led policy . 

The chang e i n approac h toward s expor t strategies , combine d wit h a 
reversal i n th e earl y 1970 s o f th e generall y liberalizin g approac h o f devel -
oped countries , whic h increase d protectio n i n clothin g an d othe r manufac -
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tures wher e developin g countrie s wer e startin g t o b e successful , le d t o a 
change t o a  mor e activ e trad e policy : firs t i n th e larges t o r mos t successfu l 
exporters (Indi a an d Banglades h amon g thos e describe d here , followe d b y 
South Afric a i n the 1990 s when i t ceased to b e under sanctions) , and the n i n 
the other s (Ghan a an d Mozambiqu e i n the las t four t o five years). Both gov-
ernments an d producer s no w no t onl y ar e mor e intereste d i n knowin g ho w 
other countries ' policie s wil l affec t them , bu t tr y t o alte r policie s throug h 
multilateral an d regiona l agreements . The study o f Bangladesh note s that th e 
shift t o garmen t productio n cam e abou t becaus e o f polic y change s i n othe r 
countries (th e quota s impose d b y develope d countrie s o n othe r producers ) 
and i n Bangladesh (trad e liberalization) , as well as changes i n technology . 

Multilateral polic y 
The growin g influenc e o f developin g countrie s i n the WTO ha s alread y ha d 
an impac t o n som e o f th e export s discusse d here . In th e Urugua y Roun d o f 
negotiations, which concluded in 1994, it was agreed that the system of quota s 
for export s from th e most efficient developin g country producers of garment s 
and textiles , th e Multifibr e Arrangement , woul d b e ended , bu t wit h a  ten -
year adjustment period . This reflected th e interests of the stronger producers , 
including Indi a an d th e Eas t Asia n countries ; the slo w phase-ou t wa s a  con -
cession t o th e interest s o f thos e countrie s which , lik e Bangladesh , ha d bene -
fited from no t facing quotas . Developing countries also then began the process 
of bringin g agricultur e unde r multilatera l disciplines ; i t seem s increasingl y 
possible, i f no t ye t likely , that the y wil l secur e furthe r reform s i n a  renewe d 
Doha Round . Thes e would , a s discusse d above , increas e th e shar e o f devel -
oping countrie s i n worl d trad e i n th e currentl y restricte d products , an d 
increase th e return s whic h the y obtain . Thi s coul d affec t th e product s ana -
lyzed here by providing alternativ e opportunities . 

Preferential arrangement s 
In the 1990s , developed countries appeared t o be moving away from offerin g 
preferential treatmen t t o import s fro m developin g countries . They starte d t o 
negotiate reciproca l tradin g arrangement s (fo r exampl e NAFT A an d th e E U 
Agreement wit h Sout h Africa) , an d th e Urugua y Roun d WT O settlemen t 
offered littl e i n ne w specia l treatmen t fo r developin g countries . Sinc e then , 
however, preferences hav e come back into fashion. The EU allows all import s 
from leas t develope d countrie s (LDCs) , including Bangladesh , Mozambiqu e 
and Samoa , withou t tarif f o r quot a barrier s (sugar , ric e an d banana s hav e 
transition periods) . Unti l a t leas t 2008 , i t als o ha s virtuall y n o restriction s 
(except o n sugar , ric e an d banana s whic h ar e th e sensitiv e agricultura l prod -
ucts) on imports from th e ACP countries, which include Ghana, Mozambiqu e 

191 



CHAINS O F FORTUNE: LINKING WOME N PRODUCER S AN D WORKER S WITH GLOBA L MARKET S 

and Samoa) . The US has offered ne w opportunitie s t o mos t Africa n countrie s 
under th e Africa n Growt h an d Opportunit y Ac t -  wit h exclusion s fo r coun -
tries judged no t to be acceptable on human right s grounds. The most strikin g 
increases hav e bee n i n clothing , particularl y i n th e smal l low-incom e coun -
tries, becaus e th e U S has allowe d thes e t o continu e t o us e importe d fabric . 
Other developin g countrie s suc h as India , together wit h Eas t Asia an d muc h 
of Lati n America , face varyin g barrier s i n their expor t markets . South Afric a 
benefits a s a n Africa n countr y fro m AGOA , althoug h unde r WT O defini -
tions i t i s 'developed' (b y its own choice) . It seems likely that LDCs , at least , 
will retain a  favoured position . Therefore countrie s tha t d o have major pref -
erential privileges, including the four discusse d here , can use them as an addi -
tional 'advantage ' i n trade . Howeve r s o far , o f th e case s discusse d i n thi s 
book, onl y Bangladeshi appare l i s an example o f this . 

Regional arrangements 
Most developin g countrie s ar e no w als o member s o f regiona l tradin g 
arrangements, bu t no t al l of these have a significant impac t on trade and i t is 
notable tha t non e o f th e producers discusse d i n this boo k appear s t o rely o n 
these for it s exports. However, fo r smal l producers o f the type discussed her e 
regional opportunities , eve n withou t stron g link s i n a  forma l regiona l 
arrangement, ma y b e important , a s the y d o no t nee d larg e expor t market s 
and ma y fin d regiona l neighbour s mor e familia r an d therefor e easie r t o dea l 
with. Bu t i t i s no t clea r tha t ther e wil l b e increase d opportunitie s fro m 
stronger regiona l arrangements , an d thei r futur e i s uncertain . I n th e past , 
proposals for regiona l agreements have tended to emerge at times when multi -
lateral trad e negotiation s wer e no t happenin g o r appeare d t o b e stalled ; bu t 
then the y recede . Th e exception s ar e group s whic h hav e a  clea r political , 
social o r securit y interes t i n a long-term relationship , as well a s an economi c 
motivation. Thi s matter s becaus e an y economi c reaso n fo r a  regio n i s likely 
to hol d a t leas t equall y strongl y fo r multilatera l liberalization . I t i s region s 
with non-economic foundations tha t can overcome the sectoral, protectionis t 
interests whic h imped e multilatera l liberalization . Th e 2003-200 4 cycl e o f 
disillusion wit h th e WTO afte r Cancún , followe d b y failur e o f th e apparen t 
regional substitute s (notabl y th e Fre e Trad e Are a o f th e Americas , bu t th e 
EU's negotiation s wit h AC P region s ar e als o goin g slowly) , followe d b y a 
renewed effor t a t multilatera l negotiation s wa s unusuall y rapid , suggestin g 
that region s may b e attracting littl e support . 

Rules and disputes 
The Urugua y Roun d strengthene d th e enforcemen t provision s o f th e WT O 
by removin g countries ' righ t t o refus e consen t t o a  rulin g (th e ol d rule s ha d 
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required consensus) , an d th e increase d attentio n t o rule s i n trad e ha s 
increased interes t i n usin g th e provisions . T o th e exten t tha t thi s make s th e 
trading syste m mor e predictabl e an d les s subject t o arbitrar y actions , partic -
ularly by the major traders , i t makes exporting easie r fo r al l small producers . 
But ther e ar e als o som e potentia l direc t effect s o n producer s o f th e typ e 
described i n this book . 

Brazil ha s mad e th e firs t successfu l (subjec t t o appeal ) challeng e t o agri -
cultural subsidie s -  agains t th e US on cotton . Whil e ther e ar e bot h lega l an d 
practical obstacle s t o generalizin g thi s cas e t o al l subsidie s b y al l producer s 
(different type s o f subsidies , th e cost s o f litigation , th e rea l possibilit y tha t 
losers, o r potentia l losers , wil l bargai n an d 'settl e ou t o f court') , thi s judg -
ment, i n paralle l wit h th e impac t o f developin g countrie s i n negotiations , 
weakens the long-term prospect s fo r subsidies . 

There hav e bee n severa l dispute s abou t wha t typ e o f differentia l treat -
ment countrie s ca n offe r t o eithe r regiona l partner s o r countrie s receivin g 
preferences. O n regions , the decisions have tended to restrict countries ' abilit y 
to increas e barrier s t o countrie s outsid e th e regio n i n orde r t o favou r mem -
bers, weakening the role of regions. On preferences , however , the most recen t 
judgement, i n a  case brough t b y Indi a agains t E U preferences tha t discrimi -
nated against it , appears to open up new scope for preferences . I t suggests that 
while purel y discretionar y choic e o f beneficiarie s i s no t allowe d (s o Indi a 
won tha t case) , transparent an d clearl y define d discriminatio n ma y be . Thi s 
could legitimat e specia l help fo r group s suc h a s small islands (thi s would no t 
directly hel p Samoa a s it already receive s help as a  LDC), and coul d possibl y 
allow specia l treatmen t fo r particula r type s o f product . Th e EU' s Genera l 
Preferences giv e extra preference fo r sustainabl y produced tropica l timber an d 
to countrie s meetin g cor e labou r standards . I f these , o r standard s o f othe r 
types, such a s fair trad e o r organi c production , wer e made les s discretionary , 
they might meet the new interpretation. Decision s in WTO dispute s need no t 
follow precedents , however, and this is a controversial decision , so any impli-
cations ca n onl y b e speculative . 

The 'outsourcing ' o f services , o f th e typ e foun d i n th e India n cal l centr e 
sector, has attracted oppositio n i n some developed countries , notably th e US. 
Some o f th e propose d measure s t o sto p it , includin g discriminatio n b y loca l 
governments agains t companies who outsource any of their activities , may be 
contrary t o U S commitments unde r th e WTO . Th e disput e procedur e migh t 
be used t o protec t Indi a fro m suc h policies . 

Private standards 
The growing rol e of supermarket s i n setting standards fo r product s i s partic-
ularly emphasize d i n th e stud y o f frui t worker s i n Sout h Africa ; thi s rol e o f 

193 



CHAINS O F FORTUNE : LINKIN G WOME N PRODUCER S AND WORKER S WIT H GLOBA L MARKET S 

retailers i n developed countrie s i s also importan t i n other areas , notably tex -
tiles an d garments . I t i s als o significan t i n service s -  standard s fo r touris m 
and tou r companie s ar e alread y affectin g developin g countr y producers , an d 
those fo r financia l service s coul d affec t activitie s lik e cal l centres . Producer s 
will need no t only to meet these, as they need to meet any market requirement , 
but t o fin d way s o f negotiatin g o n them , a s they can b e set without consultin g 
suppliers. The y ar e no t official , s o ther e i s n o direc t recours e eithe r t o gov -
ernment-to-government negotiation s o r disput e procedures . Th e respons e o f 
Ghana t o a  different problem , the concentration o f market power i n cocoa i n 
a fe w buyers , i.e . takin g a  unite d nationa l approac h t o sellin g t o increas e it s 
own marke t power , i s one possibl e remedy . Working wit h Europea n produc -
ers, as in the Kuapa Koko o investment , i s another. Cross-nationa l alliance s of 
similar producer s coul d b e another . Al l th e producer s wil l nee d t o fin d per -
manent systems , rather tha n relyin g on ad  hoc  responses . 

3 Trade , Poverty and Gender 
The case studies sugges t that a n informed vie w of external market s an d trad e 
policies can increase the likelihood o f success. But they look only at the direc t 
effects o f trad e o n povert y an d th e opportunitie s fo r women . I t i s importan t 
to remembe r tha t wha t happen s i n trad e i s likely t o b e muc h les s importan t 
for reducin g poverty tha n th e othe r nationa l polic y an d economi c condition s 
that influenc e ho w opportunitie s fro m trad e ar e transmitte d t o differen t 
groups withi n th e economy . O n th e othe r hand , th e indirec t effect s o f trad e 
can allow a  government which i s committed t o reducing poverty and increas -
ing opportunities fo r wome n t o d o so , even i f there i s no direc t lin k throug h 
production. Thi s focu s o n direc t effect s ma y b e valid whe n government s d o 
not have the capacity to redistribute incom e if the country decides that imme -
diate povert y reductio n i s more importan t tha n longer-ter m gains . Bu t eve n 
direct poverty-reducin g trad e ma y no t produc e a  favourabl e outcom e i f th e 
government doe s not want to improve income distribution. I f manufacture o f 
chocolate i n Europ e i s mor e efficien t tha n i n Ghana , give n technica l an d 
policy conditions , eithe r th e compan y o r th e governmen t can , throug h taxa -
tion, redistribut e th e profit s t o improv e th e income s o f th e poo r withi n 
Ghana. A n alternativ e remed y fo r th e concentratio n o f incom e fro m cashe w 
nuts export s i n th e hand s o f trader s woul d b e t o ta x them . Providin g goo d 
social conditions fo r th e poor i n South Africa ca n be done directly , rather tha n 
through rule s on labour . Government s mus t choose the most efficien t combi -
nation o f direc t an d indirec t strategie s t o meet thei r objectives . 
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Notes 

1 Althoug h productio n an d processin g o f cashew s i n Mozambiqu e fo r th e worl d 
market wa s encouraged i n the 1960 s and 1970s . 

2 Othe r developin g countrie s ar e als o settin g u p processin g companie s i n th e E U 
and the US. 
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