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Contemporary times have experienced rapid growth of the world economy, occasioned by 
the rise of world trade and international commerce both playing the role of an active catalyst. 
Little wonder, developing countries have been shifting from severe and destructive trade 
protection to a free trade fever.

Many Latin American and African countries after a major unilateral trade liberalization, are 
now negotiating free trade agreements with world economic powers in a bid to boost their 
international trade participation and invariably grow their economies.

Although it may be sufficiently argued that trade liberalization holds an overwhelming 
capacity of tripling regional trade and cross-border investment among the participating 
countries1, the disturbing rise of economic instability amongst the economies of developing 
countries and developed countries alike creates the need to reevaluate trade liberalization 
as a global economic phenomenon, particularly its effect on budding economies.

In the most simplistic terms, trade liberalization is the removal or reduction of restrictions 
or barriers to facilitate the free exchange of goods between nations. These barriers include 
tariffs, such as duties and surcharges, and nontariff barriers, such as licensing rules and 
quotas.2

Unlike the principle of protectionism, trade liberalization serves to encourage a hitch-free 
trade environment between countries to boost international trade relationship between 
them.

With the relaxation of the barriers on international trade, one pattern became evident; 
countries with advanced education and industrialization systems were more inclined to 
adapt rapidly to a free-trade economy because they have a labor market that can adjust to 
changing demands and production facilities that can shift their focus to more in-demand 
goods. While countries with lower educational standards struggled to adapt favorably to 
this changing economic environment.

There are two competing perspectives focusing on the relationship between trade and 
economic performance in developing countries. First, liberals argue that developing 
countries have to make a structural change to an open economy because, in the long run, 
greater openness leads to economic development through the efficient allocation of 

                                                          
1 https://www.investopedia.com/terms/t/trade-liberalization.asp Last accessed on 14th April 2021
2 https://www.investopedia.com/terms/t/trade-liberalization.asp Last accessed on 14th April 2021
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developing countries and the world at large.3

The most basic assumption of liberal economic explanations is that imposing trade barriers 
is economically irrational because trade barriers distort market mechanisms. This 
perspective is based on the classical political economic tradition that governments are a 
cost to society because of their inefficiency and their distortion of markets through 
intervention.4

Liberals possess an overwhelming conviction in the capacity of trade liberalization to do the 
following:

The liberals argue that trade liberalization allows for countries to trade goods without 
regulatory barriers or their associated costs. This reduced regulation decreases costs for 
countries that trade with other nations and may, ultimately, result in lower consumer prices 
because imports are subject to lower fees and competition is likely to increase.5

Trade liberalization is believed to increase the commercial competence of participating 
countries and cause cheaper production by domestic firms. Liberals equally believe that 
the competition created by trade liberalization might also spur a country to shift resources 
to industries in which it may have a competitive advantage. For example, trade liberalization 
has encouraged the United Kingdom to concentrate on its service sector rather than 
manufacturing.6

In contrast, the other group of scholars - argue that because of the 
international dominance-dependency structure, trade between developed countries and 
developing countries strengthens the economic development of the former while 
increasing the un-development or increased dependence of the latter.7

The opinion stems from the conviction that the transfer of economic surplus created in 
developing countries to developed countries, the deepening economic dependence of 
developing countries on foreign capital, markets, and technologies, and the worsening 

                                                          
3 How trade liberalization affects the political and economic performance of developing countries: the application of a two-stage game 
model by SEOKWOO KIM. Asian Perspective, Vol. 20, No. 1 (Spring-Summer 1996), pp. 163-184 (22 pages).

4 Ibid Footnote 3
5 https://www.investopedia.com/terms/t/trade-
liberalization.asp#:~:text=Trade%20liberalization%20is%20the%20removal,as%20licensing%20rules%20and%20quotas. Last accessed 
on 14th April 2021
6 Ibid Footnote 5
7 Ibid 
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terms of trade vis-a-vis developed countries weakens developing countries economically 
and politically8 which invariably can lead to any of the following:

: The non-liberals believe trade liberalization causes a shift 
in the balance of an economy evidenced by the decline in uncompetitive firms who 
lose out to international competition.9

Trade liberalization may be damaging for developing 
economies that cannot compete against free trade. It is the opinion of non-liberals 
that trade protectionism must exist as a necessary protection for budding and 
unstable economies.10

Conversely, existing realistic evidence has shown the flaw in both perspectives. While 
these two viewpoints usually argu countries would experience 
economic development (liberal perspective) or economic under-development 
(dependency/non-liberals perspective) by adopting free trade, facts exist showing that some 
developing countries have achieved more rapid economic development than others and 
contrariwise, some countries achieve rapid economic development during certain periods 
but suffer economic downturns during others.11

Since neither perspective can holistically explain or give a final determination as to what will 
be the conclusive outcome of Trade Liberalization in developing countries, a new principle 
must be developed.

Any existing domestic trade structure or global trade policy may either be beneficial or 
detrimental for economic performance, depending on the environment it operates. 

Consequently, it is not enough to adopt a trade policy without caution or to refrain from 
adopting a trade policy in its entirety, the advantage and equal disadvantage a policy 
encompasses, would demand that where a policy has been adopted for its advantage, it is 
okay and equally necessary for economic survival if such policy is exploited until 
a new crisis renders it economically hostile. 

On the other hand, it is similarly acceptable for trade policies with economically hostile 
effects to be integrated into a c only at a time where such policy has 
developed tolerance to that c economic and commercial realities or where that 
country has developed the political and social capacity to thrive with such policies in place.
                                                          
8 Ibid 
9 https://www.economicshelp.org/blog/glossary/trade-liberalisation/ last accessed 14th April 2021
10 ibid
11 How trade liberalization affects the political and economic performance of developing countries: the application of a two-stage 
game model by SEOKWOO KIM. Asian Perspective, Vol. 20, No. 1 (Spring-Summer 1996), pp. 163-184 (22 pages).
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shifting toward greater trade liberalization, developing countries with an import-dependent 
economy are certain to experience varying degrees of economic turbulence and political
instability as projected by the non-liberals.

Hence, rather than rejecting trade liberalization in its entirety, developing countries must 
reform their domestic industrial structure to create a more export-reliant economy to benefit 
maximally from trade liberalization policies because competition is good, and trade 
liberalization offers the opportunity for developing countries to enjoy the benefits of a 
globally competitive stage that holds even better opportunities. So instead of saying a Nay, 
to Trade Liberalization, would it not be economically shrewd to build the capacity to thrive 
with it?

Trade Liberalization as a global phenomenon has come to stay. Africa as a continent hosting 
a multiplicity of developing countries is embracing a new level of the Trade Liberalization 
era through the mass ratification of the Agreement enforcing the African Continental Free 
Trade Area (AFCFTA). 

Since a free-to-trade economic system holds a remarkable amount of benefit for any 
forward-thinking economy, the developing countries within Africa are advised to create an 
industrial and political environment where trade liberalization can thrive. They are 
encouraged to finance local industrialization, develop an educational system that exposes 
local traders to the principle and working of the international trade environment and cultivate 
local economic and political policies that enables a positive environment for SMEs to thrive. 
This is because, saying a yay or a nay to trade liberalization should be determined by the 
existence or otherwise of positive economic, political, and educational mechanisms and not 
by irrational national vendetta.


