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The book collects eleven contributions which are the outco-
me of a project aimed at a systematic investigation of the impact
of globalization. The volume edited by Eddy Lee and Marco Vi-
varelli is the result of the first stage of a three years research
project funded by the Department of International Development
(DFID) of the UK in partnership with the International Labor Of-
fice (ILO).

The main goal of the project is to provide a quantitative eva-
luation of the effect of global economic integration, “globalization”,
particularly in terms of employment, income distribution and ine-
quality. The explicit objective is to move away as much as possi-
ble from the, sometimes, excessively ideological debate between
the critics and supporters of globalization by providing reliable eco-
nomic analysis which may serve as a basis for policy prescriptions.
To this end the contributors mainly focus attention to a somehow
narrow notion of globalization: the change (increase) in trade flows
and FDI. These measures identify the result in terms of openness
rather than policies like, e.g, trade liberalization, and detect chan-
ges in economic integration only if they materialize into increa-
sing trade flows or FDI. They are, however, clearly defined and
they allow direct cross country comparisons. These are important
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and desirable features and this approach, despite some limitations,
represents a pragmatic starting point for a quantitative analysis of
the problem. As underlined by the editors it serves three main pur-
poses: to move away from unquantifiable concepts and excessively
loose relationships; to provide basis for policies not exclusively ba-
sed on country studies and anecdotal stories; to provide a coordi-
nated and unified analysis (theoretical and empirical) with com-
mon grounds and research objectives.

The book is divided into four parts. The first part provides
the framework for the analysis, while the second and the third
parts deal, respectively, with the impact of globalization on em-
ployment and inequality/poverty. The contributions of parts two
and three are followed by short, and sometimes openly critical,
comments by a discussant. The inclusion of discussions provides
a virtual debate which is helpful to identify more effectively the
critical and weak points of the analysis. The last part contains
contributions discussing policy implications and the conclusions.
In the following I will briefly report and comment on the content
of each of the different contributions by the academic scholars
and ILO officers involved in the projects.

In the introduction (Chapter 1) the editors identify four main
questions to be dealt with: (i) What is likely to happen to local
unemployment and income distribution when developing coun-
tries “become exposed” to globalization? (ii) Which are the chan-
nels through which globalization operates? (iii) What is the role
of development and the institutional framework (like in particu-
lar ‘social capabilities’, labor markets and the education system)?
(iv) [Given the results of the previous analysis] which policy sug-
gestions can be made to a globalizing developing country? 

In Chapter 2, Lance Taylor reviews the external liberalization
experiences of fourteen countries in Asia, Post-Socialist Europe
and Brazil. He conducts an analysis of decomposition of the chan-
ges in effective demand and labor productivity by tracing the over-
time effects for each country. The evidence presented delivers
mixed findings both concerning growth performance and em-
ployment. Income and social inequalities have deepened in all the
experiences under analysis. The author relates this disappointing
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performances to trade and financial liberalization. In his comment
to the Chapter, Raymond Torres points out, in my opinion cor-
rectly, the need to refine the empirical analysis in order to further
investigate the causality relationship between policy reforms and
outcomes. Torres also provides a discussion of side policies (in
particular the predisposition of safety nets) which could effecti-
vely minimize the cost of transition to more open economies.

Eli Berman and Stephen Machin provide in Chapter 3 an ex-
tensive analysis of the differential role of trade and technology
adoption in reducing the demand for low skill workers as a result
of Skill Biased Technical Change (SBTC henceforth). The authors
provide theoretical analysis and evidence from their earlier work
which are complemented with new findings. In particular, they di-
sentangle the within component of increased demand in skills,
which is linked to technology adoption and the between compo-
nent which is due to sector shifts in production. They conclude
that the adoption of new technologies is the main culprit for the
increased demand for skilled labor. This implies that in the ab-
sence of a sufficient increase in skill labor supply (through e.g.
education and training) technological adoption would lead to in-
creases in the skill premium and inequality (in contrast to the
standard Stolper-Samuelson hypothesis). A natural policy impli-
cation is that globalization should be accompanied by education
policies and training programs. In his discussion of the Chapter,
Marco Vivarelli points out that this conclusion holds differently
for OECD countries, in which a significant correlation emerges,
and middle and low income countries for which no significant evi-
dence is found. One possible explanation of these contrasting re-
sults may lay on the scarce data availability and the quality of da-
ta or, as suggested by the discussant, may be due to the use of
contemporaneous correlations (data for the 1970-1980) instead of
lagged correlations (which may be justified if technological tran-
sfers are subject to lags). Berman and Machin refine the analysis
by exploring the same link using capital intensity data. The main
results are confirmed and, in this case, apply to middle income
countries, too. As for low income countries, not much can be said
as of now.
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In Chapter 4, Sanjaya Lall, opens the second part of the book
dedicated to the investigation of the relationship between globa-
lization and employment. In this contribution Lall addresses the
issue by arguing on the need to go beyond the standard (and sta-
tic) Hecksher-Ohlin (H-O henceforth) framework and, in particu-
lar, on the need to consider the problem of acquisition of tech-
nological capabilities. The author presents and discusses a set of
cross country data on, among others, the share of inward FDI
flows, growth of exports and technological capabilities in develo-
ping countries. Lall’s argument is that the effect of globalization
on employment largely depends on national capabilities and he
reaches the negative conclusion that no generalization is possible
on how globalization affects each particular country. He further
argues that the speed of the globalization process (quicker pro-
cesses are more likely to fail) and the level of development of na-
tional technological capabilities are key factors in determining the
impact of globalization. Giorgio Barba Navaretti provides an in-
sightful and detailed comment with a series of suggestions and
criticisms. He points out that while the conclusions by Lall are in
line with available evidence, more work is needed in order to im-
prove our understanding of this very complex problem. This is
particularly true since different channels can be at work other
than the one discussed by Lall and since the same observations
can be rationalized through different theories. After making seve-
ral suggestions on how to refine the analysis, Navaretti provides
a discussion of some of these possible channels. He concludes by
reviewing, and questioning, the (absence of) policy implications.

Jean-Baptiste Gros provides in Chapter 5, an overview of the
literature and a set of statistical analysis on the changes in the
demand for labor in developing countries exposed to increased
trade. The goal is to explore the data in search of empirical re-
gularities linking trade opening to employment and labor pro-
ductivity (among other variables). The author first discusses the
theoretical implications. In fact there is no clear-cut prediction
linking trade to employment (especially in the presence of market
imperfections) and the same is true for the results of the statisti-
cal exercise. Changes in employment appear difficult to link to
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trade. Agriculture represents an exception since a negative corre-
lation between trade and employment in this sector tends to emer-
ge. As for labor productivity, trade openness seems to be benefi-
cial. The comments by Mariacristina Piva help putting this exer-
cise into perspective and offer a number of suggestions for further
research. While the exercise should be refined in order to derive
policy conclusions, it delivers some indications that the effect of
trade on employment may crucially depend on the structural fea-
tures of the economy. This would suggest a gradual opening for
more rural economies when compared to industrial or service ba-
sed economies.

In Chapter 6 Vincenzo Spiezia presents a detailed empirical,
econometric, evidence on the link between FDI and employment.
He concentrates the attention, in particular, to the intensity of la-
bor in production in relation to the structure of exports and im-
ports. The H-O prediction is not supported by evidence. No clear
evidence emerges that traded sectors display higher employment
intensity than non traded sectors. The results also suggest that the
impact of FDI is increasing with per capita income. No signifi-
cant employment effect is detected in low-income countries whi-
le FDI seems to lead to employment growth in high-income coun-
tries. Lall discusses the results, puts them into perspective and ar-
gues that they can be interpreted by considering that FDI seeks
not just cheap labor but efficient skilled and cheap labor.

In Chapter 7, Giovanni Andrea Cornia (with a short comment
by Sanjay G. Reddy) opens the third section devoted to the analy-
sis of the effect on income distribution and poverty by providing
a detailed survey of the evidence. Only a minority of the coun-
tries exposed to considerable policy-induced opening effectively
managed to increase trade and FDI inflows. These countries com-
bined a set of (often highly unorthodox) policies including reforms
in markets organization, finance, patents and exchange rate. Cor-
nia argues that these differences cannot be explained by differen-
tial commitment to liberalization but have to do with structural
features and institutions. In the last twenty years within country
income inequality has been rising. After discussing a large body
of evidence Cornia concludes that the rise in unstable short-term
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portfolio flows, financial contagion and crises, rather than trade
and FDI liberalization (for which the evidence is mixed) seem to
be the main responsible for this inequality rise. He notices, howe-
ver, that different domestic policy reforms tend to play a key ro-
le in alleviating or amplifying the negative effects of destabilizing
financial flows. 

Marco Vivarelli further explores the relationship between glo-
balization and within-country income inequality in Chapter 8. Af-
ter having reviewed the theoretical predictions and having pre-
sented a survey of the empirical evidence the author performs a
cross country empirical exercise relating the change in income
inequality (measured with Gini index) to openness (measured with
share of input and exports over GDP). After a series of robustness
checks and several refinements the results show that openness ha-
ve a small positive but insignificant effect on inequality. These fin-
dings are broadly in line with previous studies which were perfor-
med using different methodologies and data. In his comment, Cor-
nia discusses possible explanations for the findings including mea-
surement problems and the fact that measured openness is likely
to be endogenously related to the structural features of the eco-
nomy. 

In Chapter 9 Enrico Santarelli and Paolo Figini provide an em-
pirical investigation of the link between openness (using different
measures) and poverty. In this original and very careful contribu-
tion the authors perform an extensive empirical analysis. After re-
viewing the literature and discussing the problem from a theore-
tical and empirical point of view, the authors also provide a use-
ful discussion of the issues involved in measuring both poverty and
globalization and related to data availability. The econometric
analysis is preceded by the presentation of summary statistics of
a large new data set. At first sight the analysis reveals that trade
openness (and size of government) is associated to lower poverty
while financial openness leads to more poverty. The authors, howe-
ver, elaborate on the different theoretical links between different
measures of poverty and globalization and bring these theoretical
ideas to the data. After having discussed in details several measu-
rement issues they investigate both absolute poverty (defined with
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respect to a bundle of necessary goods and services) and relative
poverty (defined with respect to income). Relative poverty is af-
fected by financial openness but not by trade openness. The
authors perform several robustness checks including measures of
absolute poverty from different sources. In order to isolate the
between country and within countries dynamics the authors also
run the model in first differences. The results suggest, in particu-
lar, that within countries changes in relative poverty seem to have
nothing to do with globalization. The discussion of Luigi Campi-
glio highlights some results in further details like the role of spe-
cialization in agricultural export for poverty. 

The last part of the volume presents three discussions of po-
licy implications and the conclusion of the editors. In Chapter 10
Sanjay G. Reddy broadly discusses the role of labor markets and
informal labor. He provides an informal discussion on the role of
institutions and policies and concludes with a note of caution for
policy prescriptions based on analysis performed with aggregate
data and abstracting from country peculiarities. In Chapter 11,
Augustin Kwasi Fosu discusses the role of national policies with
special reference to the measures which may allow to reduce fric-
tions in the labor market. In Chapter 12, John Langmore extends
the discussion to the selection of policy priorities, political incen-
tives and institutions. These recommendations put the emphasis
on the role of social infrastructure. In particular, education infra-
structure and innovation policy shall be aimed at sustaining an
increase in the offer of skilled workers in the face of skill biased
technical change. The negative effects of openness can be allevia-
ted by building safety networks. Finally, in Chapter 13 Lee and
Vivarelli provide a summary of the main findings and their im-
plications. 

The task of understanding the consequences of globalization
is obviously not an easy one. The explicit intermediate goal pur-
sued by the editors and the contributors is to address this intri-
cate problem by limiting to a minimum the degree of arbitrari-
ness and loose concepts and leaving aside country specificities and
peculiar experiences. The final goal is to provide a useful guide
for policy recommendations. These goals are ambitious. To these
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ends, the editors and the contributors of this volume concentrate
their attention to a subset of questions in isolation and are for-
ced to leave aside several important topics. The analysis has li-
mits and points of dissatisfaction. This is probably unavoidable
given the complexity of the problem and also considering that the
volume is the result of the first stage of an ongoing research
project. The identification of these limits is necessarily related to
the interests of the reader and is also filtered by own expertise
and experience.1 Before attempting a general assessment of the
volume I would like to briefly comment on some implications of
the choice of concentrating attention to realized globalization.
Looking at increases in trade and FDI implies that the goal of in-
vestigating the consequences of “realized globalizations” is mainly
pursued in isolation from the ‘determinants’ of this increased in-
tegration. This may not be a neutral assumption for the main pur-
poses of the analysis. For a given country the process of globali-
zation (even in terms of policies aimed at a greater integration)
is exogenous only to a certain extent. Effective trade openness and
FDI attraction is a measure of “realized” globalization which in
reality is very likely to be related to the economic features of the
economy and its institutions and policies. Furthermore policies
and choices result, at least in part, from the aggregation of con-
flicting interests in the economy. This implies that, in a positive
perspective, inequality and the structural elements of the economy
should be seen as both determinants and consequences of globa-
lization. It is likely that certain institutional features (like e.g. so-
cial capabilities and decent education systems) and economic con-
ditions (like unemployment, inequality and possibly to a lower ex-
tent poverty) may affect the willingness a priori to open the eco-
nomy and/or the ability to effectively improve trade and attract
FDI inflows. According to this view the chosen measure of glo-
balization (the main independent variable in the whole exercise)
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is likely to be endogenous and structurally linked to existing eco-
nomic conditions (e.g. inequality), conflict of interests and local
institutions in possibly non trivial ways. This argument is in line
with the observation reported by Cornia (Chapter 7) that only a
relatively small subset of developing countries (most of them lo-
calized in East Asia) appear to have (successfully) managed to in-
crease trade and to attract important FDI flows. This suggests that
the analysis of the consequences of globalization could benefit
from an even more explicit attempt of considering the conditions
and forces leading, in the first place, to an effective increasing in-
tegration.2

Overall, the book presents an articulated analysis of a key to-
pic which is attracting an increasing attention for both resear-
chers and policy makers.3 The goals and the logic of the analysis
are clearly stated and appear reasonable. Taken together the con-
tributions in the volume provide an extensive and comprehensive
review of the academic literature, of the studies performed by in-
ternational organizations and of the policy debate. On this ground
the volume represents a very useful tools for a wide audience. 

As a matter of fact one of the explicit goals, stated clearly by
the editors, is to create a bridge between rigorous economic analy-
sis and policy implications. The editors go even further by iden-
tifying a clear set of important questions in the introduction (pre-
viously reported). As one should expect, the book cannot sati-
sfactorily answer all of them despite, I think, making steps in the
right direction. Lee and Vivarelli have put a large effort in coor-
dinating the work of these experts, in providing the reader with
guidelines on the logic of the analysis and in summarizing the re-
sults and the policy implications in the last Chapter. The editorial
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work allows readers which are not expert of the topic, like me, to
quickly locate the problems and get to the state of the art results
by effectively identifying stylized facts and open questions. Given
the nature of the book as a collection of articles which differ sub-
stantially in methodology this appears already quite an achieve-
ment. The final result is a first (partial) answer to the questions
(i) what is likely to happen to poverty (Chapter 9) and, to a lower
extent, to employment (Chapters 4 to 6) and income distribution
(Chapters 7 and 8). The questions (ii) on the channels and (iii)
on the role of development and the institutional framework also
find only partial answers despite the state of the art analysis sur-
veyed and performed in the volume. One possible reading of the-
se results is that given the complexity of the topic most likely the-
re are no simple answers. In this respect the contributions in the
book, despite not delivering always clear-cut policy recommenda-
tions, issue a clear warning: the adoptions of standardized and
simple recipes is not likely to work in general. In fact country cha-
racteristics, social infrastructure and local policies seems to mat-
ter to a large extent in determining the impact of the different
forms of globalization. 

This brings us to the last point in the agenda, (iv), as to trying
to provide a link between economic analysis and policy recom-
mendations. This is, obviously, a difficult task. The editors put an
important effort in the attempt to build a bridge between the con-
tributions and the views of the academic scholars in the first parts
of the book and the policy considerations (mostly developed by
policy advisors and economists working in international organi-
zations) in the last part. The recommendations reported in part
four are reasonable and pragmatic. In my opinion, the effort to
build a closer link between economic analysis and policies does
not fully pay-off, however. In fact the link between the analysis in
the first part and the policy implications reported in the last part
of the book appears often too weak. In spite of this, or possibly
because of this, reading the book may be helpful for both resear-
chers and policy makers.
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