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The impact of trade reforms on the welfare of the poor has increasingly become an important subject of interest to both researchers and policy makers alike. This renewed interest in the relationship between trade reforms, particularly trade liberalisation, and poverty (especially in developing countries) can be partly explained by the negative experiences of some developing countries with reforms due to commitments under the Uruguay Round of trade negotiations and IMF/World Bank Structural Adjustment Programs. Two additional factors that have contributed to this concern is first, the fact that development is at the centre of the current round of WTO multilateral trade negotiations that was launched in Doha, Qatar in 2001; a key aim of these negotiations being a further reduction of barriers to trade. Support for this initiative has been provided by many studies which conclude that further liberalisation will lead to increases in income, especially in developing countries. For example, World Bank (2002) estimated that abolishing all trade barriers could increase global income by US$ 2.8 trillion and lift 320 million out of poverty by 2015. However, much of this optimism has not been borne out by the existing evidence to date, at least in the short-term. Second, the eradication of poverty and extreme hunger is one of the Millennium Development Goals.   

Traditionally, trade economists have placed more emphasis on the long-run effects of trade liberalisation while simultaneously downplaying or even trivialising the associated short-run adjustment costs that accompany the process. Consequently, while the long-run gains from trade liberalisation are now well accepted, the short-run adjustment costs are less so.  However, there is a growing recognition that there are adjustment costs to trade liberalisation (which can be quite significant) and that the process will benefit some groups while hurting others. Additionally, some recent studies have shown that adjustment costs can in fact reduce and in some cases actually outweigh the gains from liberalisation. Allied to this is the fact that policy makers, in contrast to economists, are in many cases more worried about these short-run adjustment costs. Thus the trade-induced adjustment costs suffered by these countries and the ways of minimising them have emerged as a matter of growing concern.  Adjustment costs are generally defined as the short term costs of transition from one state to another (Fernandez De Cordoba et al., 2006).

Notwithstanding the intense debate in both academic and policy making circles about the relationship between trade liberalisation and poverty in developing countries, much of the views and anecdotes about the links are bereft of any careful analysis. Further, there is a paucity of work that is both rigorous and accessible to a broad range of people (Mc Culloch et al., 2004). The aim of this paper is to help fill the existing void in the literature. It does this by examining the microeconomic evidence on the nexus between trade liberalisation and poverty for the developing country of Trinidad and Tobago.
Trinidad and Tobago represents an ideal case study for various reasons. First, it has been subjected to a significant period of trade liberalization (approximately 14 years). 
Second, despite the current economic prosperity that the country enjoys as a result of the recent boom in oil and natural gas production and processing, measured poverty is high with pockets of acute poverty and indigence persisting in some regions (see Henry et al., 2006). Based on Household Budgetary Survey data the authors found that in 1997-98, nearly 25% of Trinidad and Tobago’s population was poor. Additionally, based on expenditure levels, more than 8% of the population was found to be indigent. 
Third, as far as we are aware, no such study that examines the relationship between trade reforms and poverty exists for Trinidad and Tobago
. Fourth, and most important, there now exists the requisite data to do undertake such a study. In this regard, the paper will utilize household data from the Household Budgetary Survey as well as tariff data at a high level of disaggregation to undertake the empirical analysis. Further, it will employ ‘cutting edge’ micreconometric estimation techniques as part of its empirical methodology to examine the research issue under investigation.
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�Ralph Henry, either singly or as part of the consulting firm Kairi Consultants, has undertaken several studies on the issue of poverty in Trinidad and Tobago and the wider Caribbean. However, we are not aware of any studies examining the trade-poverty nexus. 





