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AID NOW 

SMART DEVELOPMENT IN PRACTICE

Why trade policy can help or hinder the  
US’s fight against poverty 
 

Development aid, used effectively, can measurably reduce poverty.  But trade can be even more 
important for poverty reduction.  Yet, at last fall’s UN conference in Doha, US negotiators resisted 
language committing to fix the multi-lateral trade system so that developing countries can use trade 
to lift their people out of poverty.  President Obama has named Ron Kirk as his nominee for the US 
Trade Representative. The development impact of trade should be a determining factor in the 
policies that Kirk sets over the next four years.  

Why is trade policy important to aid effectiveness? 
Aid can make the difference between life and death in humanitarian emergencies, and long-term aid 
can offer a crucial incentive for responsible governments on the path to growth.  But aid is only a 
small piece of the development puzzle.  In Bangladesh, for example, the US charges more than five 
times as much in tariffs as it provides in aid each year.  And in Cambodia, the US charges Cambodia 
six times as much in tariffs than it provides in aid.1  In effect, US tariffs are taking from poor 
countries with one hand what we are giving them with the other, plus interest.  

Aid goes in, tariffs come out 
 

 

 

 

 

 

 

 

 

 

 

 

 

Source:  Data taken from “Beyond Assistance:  the HELP Commission Report on Foreign Assistance Reform” 
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 Hondurans protest outside a 
Tegucigalpa hotel where U.S. 
and Central American officials 

met to negotiate a regional trade 
pact. Many Central Americans 
feel that the Central American 

Free Trade Agreement (CAFTA) 
doesn't take into account the 
needs of workers and small 

farmers, and worsens 
inequalities.  
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Fighting poverty requires coherent US policies to help poor 
people 
 

Trade can help poor countries develop, but not if 
the rules are rigged to undermine the efforts of 
poor countries to enter global markets.2  The old 
mercantilist policy of opening up the rest of the 
world to US exports, while maintaining barriers to 
those products in which the poorest countries are 
most competitive, is outdated and fails to reflect a 
changing world.   

Rules included in some trade agreements 
undermine developing country farmers, limit 
access to affordable medicines, and constrain the 

use of policy tools that developing country governments can use to protect their own citizens.  
Favoring US investors while pressuring poor countries to open their markets to US goods can 
exacerbate conditions of poverty and inequality.  Such conditions around the world also have 
implications for America’s long-term security and prosperity.   

Getting government agencies on the same page about 
development 
US foreign aid can do a lot to help developing countries take advantage of the opportunities from 
trade.  Aid investments can help build capacity to trade, for example, by building infrastructure like 
roads and electricity, and supporting productive activities, particularly for small producers and 
businesses.  But making our foreign aid more effective and leaving in place the current rules in the 
trading system will severely constrain our ability to help poor countries lift themselves out of poverty.  
Until US trade policies complement US aid policies, our development objectives will be unfulfilled and 
our aid efforts will remain handicapped.  Smart Development needs to be a core objective of US 
trade policy. 

 

From Aid Effectiveness to Development Effectiveness 

Two ways to harmonize US aid and trade policies are to 1) address trade policy in a new US strategy 
for global development, and 2) elevate development leadership within the US Government, so that 
the US national interest of reducing global poverty has a role in guiding trade policy. These measures 
will help to ensure trade agreements serve both the objective of opening markets, and the longer 
term goal of strengthening developing country economies through reducing poverty. 
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