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Abstract: This introductory article provides an overview of the Development Studies
Association’s 2003 anmnal conference, the theme of which was Globalization and Develop-
meni. A brief sammary of the articles that have been based on three plenary addresses follows
the overview, together with outhines of the cordents of the seven other articles included in this
spectal tssue of the Journal of International Development. Opposing views about the role of
globalization in international development, particularly as it relates to developing countries,
are then summarized within in 2 broad historical context. Some of the published evidence
concerning the economic tmpact of globalization is then presented, continuing the adversarial
standpoints of opposing ‘camps’. The introduction is concluded with some discassion aboat
future prospects for a ‘globalized” world. Copyright © 2004 John Wiley & Sons, Lid.

1 INTROBDUCTION

This article infroduces the special issue of the JID covering the DISA Ansual Conference
held at Stwrathclyde University, 10-12 September 2003, the theme for which was
Globalization and Development. The conference atiracted a large nuwmber of papers not
only on this particudar theme, but also on related issues, so for this special issue we decided
on a broad coverage, although retaining the focus on the main theme.

The phenomenon of "globalization’ has wide dimensions, and more than half of the
papers incladed in this special issue focus on the chosen theme of the conference.
However, we would also hike to dwell on some of the 1ssues associated with the debates
over globalization and development that were found to be of great interest to many of
the patticipants of the conference. We feel that the analysis is of particular relevance to
the developing world, which is currently being actively encouraged to implement the
‘globalization’ strategy.

*Correspondence to; Michael Tribe, Senior Visiting Research Pellow, Bradford Centre for International Develop-
ment, University of Bradford, Bradford, West Yorkshire BD7 1DF, UK. E-mail: mua.tiibe@bradford ac.uk
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912 M. Hug and M. Tribe

In addition to this special issue of the JID at least three other publications will be based
substantially on papees presented at the 2003 DS A annual conference. A special issue of
the International Journal of Technology Management and Sustainable Development
(Volume 3, No 3, 2004) entitled ‘Globalization and Techuology Developrent’ has been
guest edited by Mozamme! Hog, with some input from the journal’s editor, Girma Zawdie,
both of the University of Strathclyde. Six papers relating to “Wellbeing” were presented at
the conference in sessions orgamized by Sarah White of the University of Bath, and these
are to be gathered together for publication in an appropriate form.

The third publication is a book ediled by Alberto Paloni and Maurizio Zanaxdi of the
University of Glasgow entitled The IME the World Bank and Policy Reforms {Paloni and
Zanardi, 2005). The book offers a contribution to the debate over whether the IMF and the
World Bank and their intervention strategies can fulfil their stated objectives of stimulating
growth and promoting poverty redoction on a significant scale. The focus is therefore on the
present and future roles of these institutions in a world where the process of globalization is
ieading to a major re-thinking of the nature of devejopment and of development policy. The
chapters are grouped arcund three main themes: the ideology of the mstitutions; how the
institutions intend fo fulfil their mandate concerning the achievement of the Millennium
Development Goals relative to poverty reduction; and how the methodology of the
institutions’ intervention through ‘conditionality” affects the outcomes.

The order of presentation in the remainder of this introduction is as follows. In the next
section we present an overview of the papers presented at the conference in general and, in
particular, those included 1o this special issue. This is followed by a section briefly
reviewing conflicting development policy prescriptions that have emerged over time, and
also discussing opposing views on globalization. Then we present some evidence, which is
rapidly emerging in the published hterature, on the frupact of globalization. Finally, some
conclusions are drawn as a way forward.

2 A BRIEF QOVERVIEW

Al three keynote plenary speakers were inviied (o relate theie presentations to the main
theme of the Conference. Sakiko Fukuda-Parr chose to base her address on the analysis of
global developruent contained within the UNDPs Human Development Report 2003
(UNDP, 2003), for the preparation of which she had considerable responsibility. She
eropbasizes substantial progress in rooving fowards the achievemeni of the Millenium
Developroent Goals in some parts of the world, while in others recent changes have
represenied a reversal of the achievements of previous decades. Particularly notable has
been the impact of the HIV/ATIDS pandemic on average life expectancy in sub-Saharan
Africa—of which more below—and falling real incomes in some of the transition
couninies of Eastern Europe. In his brief article based on the main points m his
presentation, Adrian Wood reviews evidence relating to the relationship between globa-
lization/international liberalization on the one hand and economic growth/poverty reduc-
tion on the other. International liberalization can be characterized as ‘increased openness’
to global economic factors. He roakes the key point that at the tiroe of the preparation of
the UK government’s 2000 White Paper on International Development— Making Globa-
fization Work for the Poor (DFID, 2000)—many economists tended o accept a conven-
tional wisdom that increased openness had a favourable impact on economic growth and
on poverty reduction with little question. He explains that more recent evidence bas cast
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some doubt on this relationship, so that there are now many more doubts whether
mereased openness is so fondamentally essential for both growth and poverty reduc-
tion—oeffectively the jury is continuing its deliberations. Simon Maxwell, the DSA’s
current president, provides some thonght-provoking reflections following Adrian’s plen-
ary address at the conference, and he extends thern here in a brief contribution for this
issue of the journal. Tony Barneit is widely accepied as an interpational authority on the
characteristics and impacts of the HIV/AIDS pandemic, which has had such a major
impact on socic-economic development in both fragile and robust economies in the
developing world. He outlines some of the ruajor features of the panderic, and presents
evidence of some of the more recent ramifications in his article.

While these keynote addresses helped set the tone on the key issues and, in particular, on
the main theme selected for the conference, & major element of the three-day event
consisted of parallel sessions, some of which focussed on globalization, while others were
oriented towards other concerns of members of the Development Studies Association—
particularly through its study groups. As editors, our main concern has been to make a
selection of papers that is relevant to the overall globalization theme, that represents the
international nature of the participation in the conference and that is also indicative of the
breadth of the issues addressed by the conference.

Andrew Suroner’s paper concentrates on the controversies surrounding globalization.
Not only are there disagreements about the exteni to which the increasing degree of
‘globalization’ has been a beneficial or detrimental factor in international development,
but there are also disagreersenis about the definition and nature of globalization. Tn a
stimulating discussion, Sumner particularly distinguishes between globalization as ‘eco-
nomic liberalization’ and as increased ‘internationalization’.

Fletcher Tembo focuses on the potentiad role of non-govermmental developrient
organizations (NGDOs) in (a) agticulating the perceptions and interesis of the poor in
developing couniries where they diverge from those of the intemational development
mstitutions, and (b) mediating between conflicting perceptions and interests of these two
groups. Although Tembo’s paper is, in many senses, adversarial, it 18 also based on original
research and is bighly representative of developing country and NGDO perceptions.

Sanae Ito’s paper contains a detailed discussion of the development of crustacean
production, financing, marketing and international trading—linking elements of globali-
zation to small scale shrirop/prawn enterprises in Bangladesh, In a fascinating discussion
she demonstrates the dynamic nature of this industry, including the significance of food
regulations enforced by the Eoropean Union and United States for poverty reduction in
one of the poorest countries,

John Henley undertakes a comprehensive review of experience with foreign direct
mvestment (FBD in China and India, both of which have had sigmificant success in
attracting FDI in recent years. However, China has liberalized trade to a greater extent than
India, and in a number of other respects China has had more success than India in pursoing
a development strategy involving greater integration into the global economy. In devel-
oping his comparison, Henley concludes that there is considerable scope for reform of the
Indian approach to FDL

Jonathan Kydd and Andrew Dorward explore the complex inter-relationships between
the broad concept of "liberalization’, as conceived by neo-classical/neo-liberal economists
and policy makers, and the application of the concept to agricultural development in the
least developed countries, Their discussion hinges on the well established phenomenon of
‘market failure’, and includes a substantial literature review. They investigate the three
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explanations for the comparative jack of success of ‘liberalization’ in the agricultural
sector of the least developed countdes——that lberalization bas been only partial, that
market institutions are "weak’ and that liberalization is conceptually flawed in circuny-
stances of significant market failure. These explanations are systematically explored
within a comprehensive theoretical framework, and the conclusion by Kydd and Dorward
casts further doubt on the globalized ‘one size fits all” approach to economic policy design
for the least developed countries, particularly for the agricultural sector.

Anthony Clunies-Ross addresses a complex set of issues associated with the funding of
global public gocds in the context of developing coundries. Global public goods are of two
kinds. The first are clearly associated with mutual international interest (analogous to part
of the discussion in the Brandt Coromission Report (Brandt, 1980, p. 35)) such as global
environmental issues and conditions that lead directly to international conflict. The second
are associated with more general inferest, such as 1o the achievement of the Millennivm
Development Goals. In both cases, developing countries have a case for expecting
significant funding from the international commaunity, and such funding could take a
number of innovative forms (some of which are quite controversial). The paper reviews
these issues in a comprehensive and authoritative manner.

Spshil Mohan and fames Love undertake a sophisticated statistical analysis of the
global coffee market, specifically focussing on the London International Futures Exchange
(LIFFE) and the New York Board of Trade (NYBOT) futures markets. They ocate their
analysis within the context of wide fluctuations in international coffee prices, and the
probiero that this instability represents for the production plans of coffee producers. They
conclude that coffee futures markets do not provide a realistic basis for production, storage
and marketing decisions, and are therefore not relevant to palicy making with respect to
pricing and production planning in coffee producing countries,

3 THE DEBATE OVER ECONOMIC DEVELOPMENT
AND GLOBALIZATION

Concern for econornic developiment of what we now know as the Thied World countries
can be considered to be a relatively recent phenomenon, although the quest for develop-
roent has fong been a mwatter of general interest. Adam Smith’s Wealth of Nations (1776/
1982y, which is considered to mark the emergence of economics as an intellectual
discipline, specifically aimsed {o onderstand the nature and causes of economic develop-
ment. Forther well known contributions to a theoretical framework for the understanding
of the dynamics of the economy were made by David Ricardo (1951) and Thomas Malthus
{(1970). Kari Marx (1998), ancther major classical economist, also examined in depth the
issues of economic development. However, for many decades after the classical era
interest in econonuc growth lapsed and, as far as the Third World couontries are concerned,
the debate appears to have restarted sharply following the Keynesian revolution and the
emergence 1 the post-war era of concern with econamic development of these societies
which had been failing to grow. The interventionist role of the state was considered vital to
the achievement of their economic stabifity, eroployment growth and ovtpui expansion
(see for example Rosenstein-Rodan, 1943; Prebisch,1950:; Singer, 1950; Nurkse, 1953;
Scitovsky, 1954; Lewis, 1955; Myrdal, 1957; and Myint, 1964). Thus erserged a new
school of thought, called “development economics’, with its concem for economic
development of Third World countries.
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The new advocacy demanded an understanding of the forces of development, and
argued for the design of appropriate strategies and policies to support these forces, The
viewpoint also showed similarities with the old growth viewpoint of classical economists
(Sroith, Malthos and Ricardo in particular) as it was concerned with the variables of
capital, population and the obhjective of what Adam Smith termued the ‘progress of
opulence’ in the progressive state. Capital formation, viewed as the engine of develop-
ment, became the focus of policy attention, However, the new 1declogy differed from the
classical approach in that it emphasized an activist role for the state, arguing that in
developing countries the free market would generate less investment than was socially
desirable and allocate it in less than socially desirable ways. Development economics thus
restored to prominence capital formation, which, according to Wade (1990, p. 9), *having
been at the heart of economic theory from the eighteenth century to the First World War
had thep been displaced by issues of efficient resource allocation’. Development
econoniics thus combined a focus on capital formation with an activist view of the state
that was absent from classical economics.

In the 1960s and 1970s the activist view of the state faced strong eriticism. In the
context of developing countries, the arguments of the critics felf under three main headings
{Wade, 1990} (a) the use of the state to promote import-sobstititing induostrialization
during the 1950s and 1960s had resulied in inefficient industries requiring peomanent
subsidization, with little prospect of achieving international competitiveness; (b) extensive
government infervention tended to generate ‘rent-seeking’ on a significant scale, that is, to
divert the energies of econnmic agends away froro production and into Jobbying for
increased allocation of government subsidies and protection; and (¢) some of the most
successful developing countries—including Taiwan, South Korea, Hong Kong and
Singapore——had achieved extraordinary industrial growth by nsing an outward-oriented
model driven by market incentives and a strong private sector.

Thus, ‘i the neo-classical view, the engine of development is not so much capital
formation as efficient allocation of resources, Once institutional arrangeinents are in place
to generate an efficient allocation of resources investient can be left to take care of itself”
{(Wade, 1990, p. 10). The government should, therefore, limit ifs activities to (2} improving
the fonctioning of markets and (b} providing only those goods and seevices where the
government has a clear comparative advantage relative to the private sector. Assuming that
prices reflect social opportunity costs, the underlying argoment rons, profit incendives
based on market prices would drive the economy to its maximum production potential.

A nunber of economists including Alice Amsden (1989), Robert Wade (1990}, Paul
Krugman (1986, 1992) and Bran Asthur (1989) have tried to reinstate development
theory. Around 1990, two major studies—one on South Korea (Amsden, 1989) and the
other on East Asia in general and Taiwan in particular {Wade, 1990} called into question
the conventional wisdom of market biberalism. This was a time when Krugman was
already attacking the classical case for free trade as a8 means of higher growth: ‘the
idealized theoretical model on which the classical case for free trade is based will not serve
us any more. The world is wore coroplex thau that, and there is no guestion that the
complexities do open. in principle, the possibility of successful activist trade or industrial
policy” (Krugioan, 1986, p. 15).

The attemnpts to reinstate high development theories appear, however, to have been over-
shadowed by other attempts, begon in the 1980s, to revive market liheralisra. Tt was doring
the 1990¢ that the neo-liberal approach was particularly sharpened with serious attemnpts to
push ‘globalization’. Although there is some confusion over the precise meaning of the
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term, it can be observed that globalization refers to ... the closer integration of the
countries and peoples of the world . . . brought about by the enormous reduction in costs of
transportation and communication, and the breaking down of artificial barriers to the flows
of goods, services, capital, knowledge, and (to a lesser extent) people across borders’
(Stiglitz, 2002, p. 9). In other words, it is a process of increasing integration of national
economies into an inter-dependent global econonwy.

As observed in a recent QECD study, the move towards globalization has involved the
adoption, by many developing countries, of ‘policies of liberalising trade and capital
account fows combined with domestic privatization and deregulation. ... These refoous
have been based on a fundamental shift in strategy from state-led import substitution
philosophy to a market-oriented, export-led approach to developiment, offen in the confext
of stabilization and structural adjustment programmes under the pressure of the IMF and
the World Bank. Thus questions about the effects of globalization itself bave called inio
question the role of these institutions in developing countries, and indeed the whole nature
of the existing system of global governance, and whose interests it serves’ (Kohl, 2003},

Henley and Kirkpatrick (2001) have noted several key features of the globalization
phenomenon. Increasing integration has led to growth of world trade, expansion of foreizn
direct investment (FD¥), global integration of firms’ production processes, transnational
technology innovation and increased technology transfer across nations. This process of
integration can have a tremendous impact upon econcmic growth in developing countries:
increased participation in the global economy can expand the range of growth opportu-
nities available {o developing economies.

Proponents of globalization assert benefits that include the following:

# the private sector has been shown to be more effective 1n allocating resowrces, meeting
consumer demand and encouraging and facilitating growth than the state;

e the liberalization of rade lowers protection and helps equalize price incentives across
national economies, generating static and dynamic benefits;

& the deregulation of financial mearkets promotes competition in financial services, while
free flowing capital equalizes interest rates across the globe and increases overall world
meome;

¢ liberalized capital flows also help reduce the cost of capital to fimns in developing
countries, increase their access o new fechnology and management fechniques, enable
firms to diversity their sources of investment and allow fimns access to new expost
markets.

There 15, however, considerable debate over the reforms the Third World countries need
to undertake in order to participate effectively in the world economy. The main debate is
hetween those who sopport the “Washington Consensus” (Withamson, 1994}, and those
who doubt whether it represents an effective basis for overall development strategy in
developing countries, There is also a growing concern i academic and other circles that
the belief in the beneficial effects of globalization is based upon political ideology {or as
Stightz has put it ‘based on ideciogy and rhetonic’) rather than being based on sound
economics. According to Cross and Strachan, the supporters of globalization tend ‘to
ignore, dismiss or underplay the role played by activist govemment interventions i
successful growth and development strategies. This tendency was evident in the World
Bank’s assessment of the East Asian Miracle’ (Cross and Strachan, 2001, p. 182).

Critics also disagree about the emaphasis on the private ownership of industry, saying
that efficiency comes more from competition, from incentives, and from a regulatory

Copyright

2004 Johin Wiley & Sons, Ltd. S Int. Dev. 16, 911-923 (2004}

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



Economic Development in a Changing Globalized Economy 917

structure which encourages firms to compete, rather than from private ownership per se.
Bvidence has been presented in support of this view, For example, Monbiot compares
Chinese and Russian economic performance in the 1990s, emphasizing the significance of
competition. Russia’s state-owned enterprises were privatized without much thought being
given to competition, while China’s state-owned enterprises were made to corpete in the
domestic marketplace. The result bas been that China’s growth rates have been signifi-
cantly higher than those of Russia. The specess of state-owned East Asian firms vis-g-vis
their private sector Western rivals, especially in steel and shipbuilding, is another example.
It has also been observed that there is great poiential for corruption and abuses of
monopoly power if state enterprises are sold off without adeguate regulatory structures
heing put in place beforehand. These opportuniiies are often greater than those open {o the
managers of state-owned industries (Monbiot, 2003).

There are also significant objections to the idea that trade liberalization is b itself an
gtfective route to growth (Baldwin, 2003; Yanikkava, 2003). Liberalizing a nation’s trade
regime only leads to higher growth if the country is in a position to take advantage of the
new opportunities open to it. In order to benefit from opening its markets, a country must
possess an adequate infrastructure and technological capability, its workers must be
sutficiently trained and have skills relevant to the modem economy and i must have
proper Jogistical systerns in place. If this is not the case, trade liberalization may destroy
raore jobs thap it creates when inefficient national firms are forced to corapete with thewr
better prepared international counterparts. The Washington Consensus’s preference for
iberalized capual and financial markets has been the subject of swustained criticism,
especially in the aftermath of the Bast Asian crisis of 1997 (see Klein, 2003). The reforms
that have been advocated increase the volnerability of countries 1o rapid inflows of short
run investments {so~called ‘hot money’). This increases the host econory’s vulnerability
to sudden capital movements, which can seriously undermine its long run growth
prospects. In addition o this, the increase in FDI made possible by liberalized capilal
markets has tended to flow to those economies further down the path to economic
development. As Henley and Kirkpatrick (2001, p. 74) put it, *Higher nisk, underdeveloped
financial markets, limited effective market demand and differences in production relations
combine o limit the fiow of new capital 1o low income countries’. They provide startling
figures relating to the increased concentration of FDI in larger developing economies,
which attracted 75 percent of the total FIX flow during 1993-95, up from 69 percent
during 1990-92. Furthermore, as Stiglitz points out, FDI has not been shown to be the
snarohiguous factor leading to bigher levels of investinend and fo faster growth in recipient
econoniies (Stighitz, 2002, p. 66).

The critics are particularty suspicious of the way that globalization is being advocated.
As already mentioned, Soros (2002) is convinced that globalization is nothing more than
‘market fundamentalisw’ alternatively packaged, and that it bas been shown to be
seriously flawed: and he is eropbatic in saying that it is ‘dangerous’ to place excessive
reliance on the market mechanism. Stightz (2002) also believes that ‘ideclogy and
politics” are the main factors leading the Washingion establishment o erophasize the
globalization strategy, and that there is serious fatlure on the part of the IMF in neglecting
to recognize that markets, by themselves, cannot lead (o efficient ovtcomes. Shapiro and
Tavlor (1990} are also highly critical of the whole approach along similar lines of
argurpent.

This sceptical view of globalization has been expressed in a broader context in several
publications, notably by Ha-Joon Chang (2002) and in a collection of papers edited by
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Chang (2003)" and very recently Andrew Glyn has contributed an overview paper to a
roajor review of globalization published in the Qxford Review of Economic Policy (2004},

4 EVIDENCE ON THE IMPACYT OF GLOBALIZATION

Given the prominence of globalization and liberalization a8 an issue in the international
economy it has attracted strong interest from researchers. However, it has been difficult to
draw clear conclusions. First, there is the peoblem of defining the ‘counterfactual” for the
‘with~without’ incremental methodology that is logically required for rigorous evaluative
analysis of the impact of liberalization. Aunother difficulty lies 1o the statistics: thew
reliability has often been questioned, and in addition the time-lag between policy changes,
iropacts and the avadability of research data relevant to an trapact evaluation raises serions
problems. In testing the effectiveness of the liberalization strategy, researchers used
various indicators, including growth of GDP, domestic savings, capital formation and
exports, and the findings have been rather mixed. Of the five studies listed in Table 1, only
one, conducted by Mosley ef al. (1995}, used a combination of methods for their testing,
while the remainder mainly refied on the ‘with—without’ approach. The variation in the
time-periods used for the analvses makes proper comparison problematical.

However, the findings do provide some important signals. Fiest, the success of the
programme is more apparent in export growth than in other areas, perhaps understandable,
as the strategy strongly focuses on outward orientation. Second, the success with respect o
encouraging savings and capital formation is disappoeinting. Third, and this is particnlarly
relevant for the assessment of globalization, a positive economic growth effect is observed
0 five of the nine cases summarized in Table 1. This last observation, despite the poor
capital formation performance, is highly relevant, since considerable emphasis is given by
the propounents of liberalization and globalization to produclivity growth arising from
better resource allocation.

More recently, however, there has been a change in approach and in particular in the
methodology used for analysing the impact of globalization. Rigorous statistical tools are
being used taking advaniage of the longer data series which are now avatlable (see for
example Dollar and Kraay, 2001, 2004; Nye et al., 2002; World Bank, 2002; Kohi, 2003;
Winters, 2004; and Santos-Paslino and Thirlwall, 2004}, although as will be shown sirong
controversies still swrround the findings.

A recent World Bank (2002) study presents three main findings that are very relevant to
the controversies over the impact of globalization on developing countries, and the maimn
findings are presented here.

First, over the last 20 years developing countries have signmificantly increased their
exports of manufactures and services. The siudy claims that this ‘integration’ of
developing countries into the global economy has had a positive effect on poverty
reduction. The international dimension of this change has been supported by significant
‘dorpestic reforms covering governauce, the investment cliroate, and social service
provision’. Experience from, for exampie, China, India, Bangladesh and Vietnam 15 cited
in support of this finding.

"The collection of essays edited by Ha-Joon Chang as Rethinking Development Economics (2003) contains
contributions by Nayyar, Ocampo, Lali, Cornia and Khor expressing this sceptical, or agnostic, view of
globalization.
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920 M. Hug and M. Tribe

Second, in contrast to the positive finding outlined in the first point, as much as
40 per cent of the world’s population lives in countries that are in danger of becorsing
seriously marginalized from the global economy. These countries are characterized as
‘failed states’ and include, for example, Afghanistan and the Democratic Republic of the
Congo. This cutcome of globalization is seen as a major challenge within the context of
interpational developmental policy formulation.

Third, it has to be recognized that globalization creates both winners and losers, 5o
domestic policies need to recognize this in terms of enabling the fype of flexibie econonyy,
and socially supportive measures, providing the meauns of transition for ‘losers’ to a more
secure economic future.

A study by Dollar and Kraay that is surarsanzed v a Finance and Development article
(2001) concludes that (8} post-1980 ‘globalizers’, or developing countries that undertook
greater shifts in favour of a roore open trade regime than others in the period from the eady
1980s to the late 1990s, have experienced greater increases in growth of per capita
incomes than others; (b) growth in the ratio of trade to GDP is positively associated with
faster growth n average incomes and {¢) the share of pational income received by the
lowest 20 percent of the income distribution tends to remain about the same as per capita
income increase.

The first two conclusions by Dollar and Kraay support the view that trade liberalization
tends to result in faster growth of per capita incomes, and the thied supports their fariliar
view that income group is neutral with respect to income distribution and, by extension,
with respect to ‘poverty’.

These conclusions have been seriously challenged by Nye er al.. who argue that ‘both
the findings of Dollar and Kraay as well as their interpretation of their resulis are suspect
for a variety of reasons’ (2002: 2), and whose detailed comments may be summarized in
the following terms.

(1) ‘Globalizers” were selected by Dollar and Kraay on the basis of their reductions in
average tariffs over the period 198589 ¢ 1995-97, and actually performed shightly
worse in terms of economic growth than non-globalizers over this period. If
globalizers are selected on the basis of changes in trade vojumes (which are not
necessanily directly related to trade policy) then the conclusions of Dollar and Kraay
would be supported. Countries experiencing rapid growth in trade volumes have
often started from low ratios of trade to GDP, leading to questions over whether they
can realistically be labelled as ‘globalizers’.

(11) The cross-country regression by Dollar and Kraay relating changes in economic
growth to changes in trade volumes fails to isolate the effects of trade liberalization
on growth. Trade volumes are affected by rany factors other than trade policy.

(iii) The positive connection between liberalization of trade policy (i.e. globalization},
ecanoric geowth, income distribution and poverty reduction that is claimed by Dollar
and Kraay is logically flawed.

5 THE WAY FORWARD

The controversy over the precise nature of the impact of globalization on economic growth
and poverty reduction, and the logical connections between the respective ecopomc
variables, has——perhaps inevitably—been partially based on diametrically opposed
ideological viewpoints, but a confrontational approach does not offer the best context
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for a balanced view. The principal issue is not one of a clear choice between opposites: a
ltheralized operation of the mwarket mechanism against systematic government inderven-
tion. Rather it is a qguestion of determining how best government and civil society (the
conventional ‘private sector’ together with a range of other non-govemmental institutions)
can work together in a cooperative and complementary manner, Erophasis on the benefits
of trade liberalization and globalization, without acknowledging the role of ‘market
farlure’ and of corrective government intervention, is arguably unbalanced {Tribe, 2005).
Shapiro and Taylor (1990) make the significant point that ‘[hlistorically, no country has
entered junic roodern economic growth without the state’s targeted intervention or
collaboration with large-scale private sector entities’. Angus Maddison (1964) draws on
his extensive study of the advanced industrial countries of Westemn Burope and North
America covering a period of about 100 vears from the later part of the 19th century. He
finds that while the hibersbized comunercial policies of these countries have been
importani, the approach adopted by these economically very successful countries can
best be termed as a ‘managed market economy’.

Defenders of globalization have emphasized the need (o develop a ‘human face’ (see,
for example, Bhagwati, 2004), suggesting parallels with the ‘buman face’ of structural
adjustment (Cornia ef al., 1987). A study published by the Development Centre of the
OBECD articulates the issues involved very cleady:

For giobalization to be pro-poor, it needs 10 be combined with policies which create
a more equal distribution of, or access to, productive assets and resources and which
build the capacity of vidnerable groups 1o face successfully increased competition
which comes with globalization. Creating a more equal distribution of human capi-
tal through education, training and labour market policies is particularly important.
The speed and sequencing of external and domestic liberalization must be tailored to
the particular circumstances of individual countries, based on their institutional
capacity to transform the economy. Where institutions and governance are weak,
they must be retnforced so that the benefits of globalization can benefit even the vud-
nerable parts of populations and the least developed countries (Kohi, 2003, p. 8).
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