Comments

Samuel Freije: The question of the relation between globalization and
income distribution (and poverty in particular) is extremely difficult to answer
for at least two reasons. First, globalization is a multidimensional phenome-
non with interacting economic, political, and social manifestations, all of
which can be argued to have conflicting impacts on poverty. The marginal
effects, or even the net effects, are therefore likely to be difficult to identify.
Second, there is no easy counterfactual with which to compare. That is, one
cannot observe what poverty would have been today had globalization not
occurred. In econometrics terminology, the former is akin to a problem of
endogenous and unobserved explanatory variables, whereas the latter resem-
bles a problem of missing observations. The authors deal with the problem
of studying a cross-disciplinary phenomenon by concentrating on economic
aspects of globalization only and reporting the results from several studies,
each of which addresses a different economic aspect. They handle the lack of
counterfactuals by comparing Latin American countries with different trade
intensity ratios over the last two decades. These methodological decisions
entail the main limitations of the study, on which I comment below. I conclude
with the main findings of the article.

The paper refers only to the economic aspects of globalization. However,
the authors do not make an explicit statement of what they understand by glob-
alization. They simply call it “greater openness” in trade of goods, services,
and factors of production. How this greater openness influences economic
growth and income distribution is the link through which they relate global-
ization to poverty. This means their discussion leaves out other aspects of
globalization that may also have an impact on the poor, such as the environ-
mental, political, and social aspects. In this regard, some researchers have
studied how changes in trade openness or immigration affect the political con-
sensus for funding social transfers. The relative shares of winners and losers of
greater openness have important implications for the political coalitions that
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can be formed for passing different pieces of legislation, both for opening the
economy and for redistributing the gains from trade.' Similarly, environmen-
tal degradation and the disappearance of indigenous languages are aspects of
globalization that have an impact on the poor. Indigenous peoples are usually
overrepresented among the poor, precisely because of their inability to partic-
ipate in transactions that take place in languages foreign to their culture and
because they are segregated to lands that are environmentally degraded or vul-
nerable to degradation.

Focusing on economic aspects such as trade, migration, and technology dif-
fusion raises the question of whether these facts are new. Economic historians
note that globalization is not a new phenomenon. On the contrary, several
waves of globalization and antiglobal intervals can be identified through his-
tory. Williamson distinguishes two great globalization waves: the 1820-1913
period, which starts with the end of the Napoleonic wars and ends with the
outbreak of World War I, and the current globalization wave, which started
with the end of World War I1.? The historical evidence shows that the impact
of globalization on inequality and poverty depends on the type of globaliza-
tion (that is, whether it occurred through migration or trade) and the charac-
teristics of the country (that is, whether it was land or labor scarce). This long
view allows the identification of complex patterns over time and across coun-
tries. During the first wave, land-scarce countries favored opening the econ-
omy to trade so that relative food prices would decline, whereas land-
abundant countries favored migration so that relative wages would decline.
These two trends most likely improved the living standards of the poor among
the countries that engaged in this wave of globalization.

The comparison of trade intensity ratios with growth performance and
poverty rates over the last two decades does not allow the authors to formu-
late a clear answer to the question posited. This is because they make no com-
parison with other periods of Latin American economic history (and little
systematic comparison with other regions of the world). Is the current rela-
tion between globalization and poverty in Latin America in the last two
decades different from the relation these variables showed in the postwar
period? Is it different from the experience in the early nineteenth century?
The authors recognize differences across regions. (For example, they state
that “the poor in sub-Saharan Africa were essentially bypassed by the forces
of globalization, while most of the Asian poor benefited—none more so than

1. See, for instance, Bowles (2006); Boix (2006); Soroka, Banting, and Johnston (2006).
2. Williamson (2003).
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in China. Latin America occupies an intermediate position in this contin-
uum.”) However, they offer no systematic explanation of why this happened.
Was it because Latin America is natural resource abundant whereas Asia is
labor abundant, and the current globalization wave has concentrated on liber-
alizing the trade of labor-intensive manufactured goods?

Despite these limitations, the study offers an important conclusion for
academics, policymakers, and the public: institutions have a central role in
intermediating the relationship between globalization and poverty. In several
parts of their study, the authors highlight the importance of institutions such
as labor legislation, public provision of basic education and health, property
rights, social assistance, and social insurance programs. The design of these
institutions may either hinder or enhance the gains to the poor during the glob-
alization process. The authors refer to several country studies that show how
a given institution may serve as a mechanism for compensating the losers (for
example, social assistance) or prevent the potential beneficiaries from benefit-
ting from globalization (for example, the lack of land titling and property
rights).

The authors join several other studies in highlighting the fact that the
benefits of globalization for the poor depend crucially on the compensating
mechanisms that societies institute.® Standard trade theory holds that trade
generates net benefits for a society and that there are winners and losers, but
it does not explain how the former may compensate the latter. Thorbecke and
Nissanke make a forceful statement in concluding that “a passive approach to
globalization cannot ensure that poverty will be reduced.”

Guido Porto: This interesting paper by Erik Thorbecke and Machiko Nis-
sanke investigates the impact of globalization on the poor in Latin America.
The paper is part of a more comprehensive project launched by WIDER a
few years ago. An initial set of papers, published in a special issue of World
Development, discusses the overall transmission mechanisms from global-
ization to poverty. Several regional studies document the details of this link
for different parts of the world. This paper presents an overview of the process
of globalization in Latin America and then summarizes the main findings from
several papers from the Latin American regional project.

The paper has three main parts. The first part describes the main transmis-
sion mechanisms from globalization to poverty. The second part reviews the

3. See Bourguignon and Morrison (2002); and Bardhan, Bowles, and Wallerstein (2006).
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socioeconomic performance of Latin America during the latest wave of glob-
alization (1980-2006). Finally, the last part of the paper reviews findings
from selected case studies for Latin America commissioned by WIDER, in
order to explore the role of institutions to improve the pass-through from
globalization to poverty in the region. The authors do a good job of provid-
ing an overall idea of the main issues, a quick overview of the region’s per-
formance during the globalization era, and a summary of the conclusions
from the case studies. This paper has significant value in terms of lessons on
poverty trends during the recent globalization era in Latin America.

My main concern with the paper is the relative disconnect between the
process of globalization and its impact on poverty—supposedly the main
theme of the work. This sense of disconnect arises in different parts of the
paper. The theoretical discussion is a bit too general. While an overview of
the mechanisms is useful, I would have liked to see a discussion of those
mechanisms that are relatively more important for Latin America. For exam-
ple, this section could have emphasized the links between openness and
growth that are specific to Latin America. The authors could also have
advanced some insights on, say, the relative importance for Latin America of
the variables on the left of figure 1 (regarding the general link between glob-
alization and openness).

The review of the region’s socioeconomic performance, in contrast, is
more closely tied to globalization. The authors use trade intensity ratios to
portray the main features of the globalization era in the region. While, as the
authors argue, trade intensity is an imperfect measure of globalization, it is a
good starting point. This section illustrates that globalization is taking place
in the region, although naturally at a slower pace than in East Asia; that
growth during this period did not actually follow suit, for various reasons;
that there are hints of a process of convergence in inequality across Latin
American countries; and that little progress in terms of poverty reduction has
been achieved in the region, especially during the last ten years or so.

The relative disconnect between globalization and poverty returns when
the authors review eight of the case studies from the regional WIDER proj-
ect. Two of these papers are obviously related to globalization: Ferreira,
Leite, and Wai-Poi, on trade liberalization in Brazil, and Field and Field, on
the role of property rights and exportable commodities in Peru.! In contrast,
four of the papers are only vaguely related to globalization: Kakwani, Cortes

1. Ferreira, Leite, and Wai-Poi (2007); Field and Field (2007).
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Neri, and Son, on growth patterns and inequality in Brazil; Skoufias, Lindert,
and Shapiro, on the redistributive effects of public transfers; Popli, on trends
in inequality and poverty among the self-employed in Mexico; and Macours
and Vakis, on seasonal migration and early childhood development in
Nicaragua.? In the remaining two papers, Aguayo-Tellez, Muendler, and
Poole, on internal migration in Brazil, and de la Fuente, on international
remittances in Mexico, the link to globalization is somewhat more straight-
forward, though not obvious to me.?

There is always a link to globalization in this section because all the papers
reviewed here explore their respective topics within large shocks, shocks
that—the authors argue—are embedded in the globalization process. Still, the
link to globalization is sometimes vague and at other times weak. To some
extent, this disconnect is unavoidable: globalization is a broad concept, so I
suppose that any shock to the economy can directly or indirectly be related to
some aspect of the globalization process. In the end, despite these limitations,
the section is valuable and makes a considerable contribution to the paper.

Finally, I regret that the authors did not extract more from the case stud-
ies. Their review is structured around narratives of the findings of each of the
case studies (nicely arranged around complementarities with institutions). It
would have been interesting to add quantitative information, as well, to give
a sense of the importance of each mechanism and to provide a deeper notion
of the results in the case studies.

2. Kakwani, Cortes Neri, and Son (2008); Skoufias, Lindert, and Shapiro (2008); Popli
(2008); Macours and Vakis (2008).
3. Aguayo-Tellez, Muendler, and Poole (2008); de la Fuente (2008).
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