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. A Recipe for Trade_Reform

A new study by the World Bank has anal-
ysed almost ‘e;very big prog‘ramrhe of trade re-
Sform undertaken by third-world governments
during the past 40 years. It suggests that fol-
lowing a few simple rules virtually guarantees

success

1 For many years economists have argued about the
best way to promote growth in developing countries. Is
it better to encourage trade, exposing domestic produc-
ers to foreign competition, or to discourage it, shielding
_producers until they can compete? In the third world, at
least, the argument is just about settled. Liberal traders
such as Hongkong, Taiwan, South Korea and Singapore
have achieved startling rates: of growth. Followers .of
the protectionist model—including, until recently, Mex-
1



ico, Brazi]l and Argentina—have grown far more slowly.
The issue is no longer whether to open such economies
to trade, but how.
H

2 Until now, this question has received relatively little
attention. A new study by the World Bank fills the gap.
It looks xp detall at 36, trade}refz)rm prpgrarmnes in 19
countries. The sample includes New Zealand and one or
two other non-poor countries—but its great virtue is
that it looks at virtually every substantial attempt that
third-world governments made between 1945 and 1984

to reform their trade policies.

3 The Bank’s economists conclude that 15 of the pro-
grammes “succeeded” —ie, the governments persevered
with them. Of the others, nine were partiaily-reversed
and 12 collapsed. Our table lists 13 of the 15 successful
programmes (some information was lacking for the other

two). Then it asks four questions of each;

4 Did the programme substantially move away from

quotas as a way of controlling imports? Quotas are an

especially damaging form of protection. Like tariffs,

they distort prices, unlike tariffs, they allow foreigners

to collect the implicit tax on consumers (so-called quota
2



