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Does Trade liberalization Help Reduce Poverty? A Test of Amartya
Sen’s Hypothesis

Ponlapat Buracom*

Abstract

Mainstream international trade theories, such as Heckscher-Olin and Stolper-Samuelson,
indicate that international trade increases the use of the factors of production more
intensively and thereby can stimulate economic growth, employment, and a reduction in
poverty. A vast number of developing economies are now more open for free international
trade. However, the question is does trade liberalization help reduce poverty in developing
countries? By using the multiplicative interaction model and interactive term, the findings
from this study lend support to Amartya Sen’s hypothesis that the positive relationship
between international trade and improved poverty is conditioned upon more equitable
distribution of income. That is, in more unequal economies, increasing international trade
tends to minimally improve the well-being of the poor or exacerbate poverty. The findings,
therefore, imply the need for policy-makers in the developing economies to pay special
attention in reducing inequality in income distribution. Trade liberalization will not improve
the well-being of the poor, if the poor cannot get access to the economic opportunities

associated with liberalization.
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lunmgaamnssy (Industrialization) Fasuusamuauvaniionvdwasedyvianuenausme

nensesinsadnluaideilldordedoyauuy Cross-national Time Series Data
TnemsAnuusznoulude Ussmamdsiauiomun 35 Ussne wasidudoyaseningd a.m.1995
219 2015 agslsAnu M5l4 Cross-national Time Series Data sindswaliiindoiinnana (Errors)
ﬁl,ﬁmmﬂ Autocorrelation wag Panel Heteroscedasticity (Beck & Katz, 1995) ﬁ’dﬁ?u Lﬁ'auf’ﬁjagm
Fanan fuusmaludiiu (Lagged Dependent Variable) &3l Povertyit-1 Jagnihanldly
Tudurnilovesaunisannesnvau ieliAnnsieszsineaiafiuanddiiviudalussezon
yesmudITUSiNINTY (Beck & Katz, 1995: 640-646) WonaIntiu Panel Corrected Standard
Errors Ieignisnldiiteudiiymn Panel Heteroscedasticity wag Contemporaneous Correlation

anene

NANTSANEI
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Jorunuiddgiae MuUsufduiusseninenadad@mninismssnineUssmalaz Anumnd e
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NeNAU FeatiuayuauuAgIuved Dreze Uag Sen NA1FR NMTVEIUMIVBINITUALETNINITAN
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Tunsnszareselaes

oehdlsfnnu lunsiasesiienani nansenulnedeaszvesmsiaeimamsissmiassme
Tnefaden wararmvdenalunisnssneneldlnefifeofuusmu aligminniased
Tunsnundl Teilfmsnzdn mudelauewusues Braumoeller (2004: 815-816) t wileiinisi
FuUsUFETUS (Interactive Terms) snldluaunismead ilefnwinansenuidsufjdumiug
sewinsdudsudaiu wansenulnedasyvessuusadiudiu (Lower-Order Variables) fiaglaidl
Ay nanafe lifenudndufivsdeesuieiinnuduiusinedassvosiudsadugu
sefuUsmy dau lumsieseisioluisdinnuddlufimsesunsanuduiusssuneiuls
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NANTNN 2 gunsannenyaudmTuiILUTUAuTusTEnIan B UaEI a1 sAn
sennlssmAtuanumdsnaTunsnszeseld aunsalsuesuielaned
Y = 0.031 - 0.020X - 0.001Z + 0.028XZ + € ... (4)

189 Y 10909 dndiuduindseannsnennay
X 7889 NMSUAEINIINNTANSENINaUSENA
7 vnedannumiasuantun1snseaes1ele Tuvaed Y waz X Wuduwdsdeiilia

waz Z Wusnusninia

[

Tunsdlvesussmaiifinnuidondlunsnszateselias auns (@) ansnsounuanldssd
Y = (0.031 - 0.001) + (-0.020 + 0.028) X
Y = 003+0008X Ll (5)

¥

TunsaivesUsemanilanumasuailunisnszanesglaen aunis (@) aunsawnuantanad
Y 0.031-0.020x . (6)

1

a1n15 (5) VAU NSRLTUSoaL 1 VRINISUALETNINITANTENINIUSLING danalin

v
= v

ANNEINIULINGITUTEay 0.008 Tulsuinanidanuwdenailunisnsyaeseligs uagluna
assiuduanns (6) wansiiiudy ludsswanfiinuwdenaitunisnsgaeseldam sty

Saway 1 VINISUALESNI9NITASENINNUTEWA dNalrALeINILanaIsaeas 0.020

A519% 2. ANIFLTUSSENIISWaEEIenIsAsEnInsU e nulgmanueinaululseine

NGNS
o sBas dadausuauuszrnsfiennau (Poverty)
Coefficient T Significance
Constant 0.031 0.93 0.223
Trade openness -0.020** -1.74 0.042
Inequality -0.001 -0.19 0.106
Trade openness*Inequality 0.028** 2.37 0.021
A GDP per capita -0.061 -2.95 0.067
Population 0.042 0.57 0.201
Industrialization 0.009 0.13 0.123
Adjusted R-squared = 0.746  F-test (prob) = 0.000 N = 35

o o o v °

v T-statisticsludaidu * Sdddgmeatidnsgdu 0.10 * Suddymisadifviszdu 0.05 * fiuddy
VeadanNTZaAU 0.01
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Appendix:

Argentina
Bahamas
Bolivia
Botswana
Brazil
Cameroon
Cote d’lvory
Chile
China
Columbia
Costa Rica
Ecuador

El Salvador

sefousTmATiAnY
Guatemala Philippines
Ghana Senegal
Honduras Sri Lanka
Hong Kong Swaziland
Indonesia Thailand
Kenya Taiwan
Malaysia Uruguay
Mexico Venezuela
Mali Vietnam
Nicaragua
Panama
Peru

Paraguay






