RTHK Letter to Hong Kong

Motion on Trade Policy
Next Wednesday, on July the third, I will be introducing a motion into the Legislative Council, asking the government to speak out against trade policies in developed countries that hurt poorer countries.
We usually think of developed countries as having more open economies than developing ones. And this is generally true. Many third world countries have all sorts of protectionist barriers to trade and investment. These barriers may help small groups of people inside those countries, but they usually damage the overall economy. And they therefore help to keep the country poor.
That's why western countries are always preaching the virtues of free trade, and encouraging less developed countries to liberalize their economies. But there is a lot of hypocrisy at work here. There are some real double standards in the world of international trade.
Most developed countries - and certainly the United States, the European Union and Japan - have trade barriers that specifically target some less developed countries' most efficient industries. 
In China's case, this includes such diverse products as car windshields, steel, bicycle parts, TV tubes, fax machines, garlic, ginseng and mushrooms. All of these products have had extra tariffs imposed on them under so-called anti-dumping rules. Although these rules are supposed to ensure fair competition, they are often used in unfair ways, especially in the USA, purely to protect domestic producers.
Other developing countries encounter different problems. Pakistan and India, for example, are extremely efficient at producing bed linen and towels. But for many years, they, like many other low-cost textiles producers, have been forced to pay tariffs if they exceed their quotas. 
The quotas and tariffs will be phased out in the years ahead, but only after keeping millions of people poorer than they would otherwise have been. 
In the Philippines, producers of some types of fresh fruit find their produce banned from Australia on the grounds that the fruit might have disease or be treated with harmful chemicals. Yet other rich countries are happy to buy Filipino fruit. The difference is that, unlike Australia, they don't have banana and pineapple producers to protect.
Perhaps the most damaging trade barrier erected by rich countries are agricultural subsidies. Developed countries spend US$350 billion a year on agricultural subsidies. That's seven times the amount spent on foreign aid. These subsidies make it impossible for developing countries' farms to compete. 
For example, American taxpayers subsidise their domestic cotton producers to the tune of two billion US dollars a year. That's is more than the total value of sub-Saharan Africa's cotton production. 
This is devastating to people in a small, poor country like Burkina Faso in West Africa, where cotton accounts for half of their exports. According to the World Bank and International Monetary Fund, if cotton producers in Burkina Faso were able to compete on fair terms, the number of people living in poverty in that nation would decline by 50% in six years.

***

It is absolutely true that developing countries themselves have trade barriers of their own, which damage their own economies. It is probably also true that in many cases bad government and corruption play an even bigger part in keeping these countries poor. It's unfair to blame the developed countries for all the poorer countries' problems.
But that's not really the point. Richer countries should still do whatever they can to alleviate poverty in the third world. And giving developing countries better market access is an extremely efficient way of doing so. It does far more good than organizing foreign aid programmes.
We should also remember that these trade barriers in developed countries, don't simply hurt people in the producing countries. They also mean less choice and higher prices for consumers in rich countries. The subsidies also mean they pay higher tax. 
And in the long run, these trade barriers hurt all of us. These trade policies do cause poverty. And poverty breeds despair. When people in a country despair, you can get political instability. And in today's world, instability in one place can affect all of us. Illegal migration, drugs trafficking, ethnic fighting - all of these are, surely, related to poverty.
***

Now, you might ask, what is the point of asking the Hong Kong government to speak out against protectionism in rich countries against exports from the third world?
Well, first of all, we have the moral high ground. The Heritage Foundation regularly declares us to be the freest economy in the world. We practice full, open free trade. We are one of the few economies in the world who do practice it. So why shouldn't we preach it?
In fact, our officials do preach it quite regularly. They support the cause of free trade when they make speeches, when they're interviewed by the media, and our government departments always mention Hong Kong's free trade credentials in publications and websites. 
What I would like them to do is take these opportunities to advocate the abolition of trade barriers in rich countries that exacerbate poverty in developing countries.
Secondly, we would be in good company. All sorts of organizations are speaking out on this subject. 
Among them are charities and voluntary groups such as Oxfam. Some of them are multinational institutions, like the IMF and the World Bank. Others are free-market think tanks like the Cato Institute and the Heritage Foundation. And then there's the Ministry of Foreign Trade and Economic Cooperation in Beijing, whose head, Shi Guangshen, is a frequent, outspoken critic of the unfair application of anti-dumping measures.
So there could be some brownie points in it for the SAR government.
Thirdly, it won't cost anything. And it will bolster our case for free trade by using moral as well as economic principles.
It's especially appropriate, perhaps, that the new principle official with responsibility for trade is Henry Tang. With his background in the textiles industry, he knows all about the difficulties created by quotas, tariffs and other trade barriers. 
***

Very well, you may say. But can the Hong Kong government actually make a difference?
Well, it would be naive to imagine that it can. The USA's latest farm bill will provide an extra 180 billion US dollars in subsidies to US farming interests over a 10-year period. In practice, it may total even more. Despite his pro-free trade rhetoric, President Bush is just as keen to win votes among farmers as his European and Japanese counterparts. 
There is no way the SAR can persuade the leaders of the developed world to lose elections in rural districts to help the third world. But that doesn't mean we shouldn't join the charities, the international bodies, the academics and the think tanks in speaking out.
When Oxfam released a report on this issue a few months ago, it named the European Union as doing the most damage of any developed economy to less developed countries. The report obviously hit a raw nerve, because the reaction was quite bitter. The Europeans like to think of themselves as the caring part of the Western world. So it is worth speaking out. People do listen.
If richer countries can be shamed into opening their markets more to poorer producers, we all stand to gain. 
It would help China. According to Oxfam, full import liberalization in developed countries would increase sales by Mainland producers by an estimated 3 billion US dollars a year. That would help some of the poor and jobless among our fellow citizens across the border. And it would open up new business for our own trade-related industries, and for our investors looking for opportunities on the Mainland. 
Other parts of Asia would gain. Indonesia would gain by more than 600 million US dollars a year. Again, this could help develop the country as a market for Hong Kong. And if greater prosperity made Indonesia a more stable country, it would improve prospects for Hong Kong investors there.
Ultimately, better trade opportunities for third world countries would alleviate poverty, enhance global stability and reduce opposition to globalization. 
Hong Kong is living proof of the advantages of free trade and globalisation. We are probably better qualified than any other economy to talk about this issue. 
We should be lending our voice to the cause of better market access for developing countries.

