David Dollar, Globalization, Inequality, and Poverty since 1980, WB, 2001, http://econ.worldbank.org/files/2944_globalization-inequality-and-poverty.pdf 
Globalization has generally supported poverty reduction. Backward economies that integrate with the world tend to grow rapidly; the poor within these societies are among the key beneficiaries of globalization. But, this review of the different waves of globalization also raises important issues that will influence the extent to which poor countries will be able to deepen their integration with rich ones and to which poor people will share in the benefits.

First, globalization is not inevitable. In fact, growing integration is quite controversial (witness the anti-globalization demonstrators determined to prevent trade agreements and other forms of international cooperation). We have seen the retreat from global integration before, and the results were not pretty. As Mundell (2000) put it succinctly: “The twentieth century began with a highly efficient international monetary system that was destroyed in World War I, and its bungled recreation in the inter-war period brought on the great depression, Hitler and World War II.” International financial mismanagement led to beggar-thy-neighbor trade policies. “Monetary deflation was transformed into depression by fiscal shocks. The Smoot-Hawley tariff, which led to retaliation abroad, was the first: between 1929 and 1933 imports fell by 30 percent and, significantly, exports fell even more, by almost 40 percent,” bringing on the Great Depression. Anytime there is global slowdown, as is occurring in 2001, there is a danger of a return of protectionism. Hence the importance of moving ahead with a new round of trade liberalization and with efforts to improve the architecture for international financial integration.

Second, successes of the 1990s show that integration requires not just open trade policies, but also sound institutions and policies in a range of areas. You can have very open policies on the books, but if the rule of law is poor and corruption rampant, then of course what is on the books does not really matter. Weaknesses in institutions should not be an excuse to remain closed, however. Countries can use the international market for services to improve economic governance and to provide necessary infrastructure (ports, power, telecom).

Third, many locations in the world are not participating in globalization. In some cases this results from closed policies or from other poor institutions and policies. In other cases it results from geographic challenges (prevalence of malaria, isolation leading to high transportation costs). Flows of trade and investment are not likely to solve the problems of these poor areas, though migration – currently the missing flow in globalization – could make a big difference. There are also various types of official and non-governmental assistance that can help locations improve policies and connect with the world market.

Finally, the focus of my discussion has been on income and poverty. I recognize that a lot of the controversy about global economic integration has to do with its effects on politics, culture, society, and the environment. Poverty is just one issue, but evidently an important one. If it were the case that international trade and investment primarily benefited the rich, then many people might feel that restricting trade to protect jobs, culture, or the environment has a low cost. However, the evidence is quite clear that globalization has benefited many of the world’s poor. Anyone who cares about poverty should think twice about restricting trade – this will impose further hardship on poor people in the developing world. There are important environmental and social issues that need to be addressed, but these are most efficiently addressed through policies targeted to the specific problems, not indirectly through restricting trade.

*******************************

Aaron Lukas, Globalization and Developing Countries, Washington D.C., Cato Institute, 2000, http://www.freetrade.org/pubs/briefs/tbp-010es.html
The “anti-globalization coalition” that paraded through the streets of Seattle in November and stormed police barricades in Washington, D.C., in April contends that international trade and investment are “lose-lose” propositions. On the one hand, organized labor argues that low-wage workers in developing countries will gain employment at the expense of American workers. On the other hand, self-appointed advocates of the developing world claim that trade with and investment from Western countries lead only to exploitation and continued poverty abroad. Given that negative view of globalization, it is not surprising that anti-trade activists are calling to “shrink or sink” the World Trade Organization.

The two previous Cato “WTO Report Cards” demonstrated that open markets have been a boon for the thriving U.S. economy and that the rules governing world trade do not infringe on U.S. sovereignty. This third paper examines the other side of the equation: the effect of trade and investment liberalization on the world’s poorer nations. According to the prevailing anti-trade line, developing countries suffer from a “race to the bottom” in abusive labor practices, environmental quality, and wages. Sweatshops and child labor, not economic opportunity, are the supposed consequences of free trade. In reality, however, the empirical experience with foreign trade and investment in the developing world has been overwhelmingly positive. From rising wages to improved working conditions, the competition and cooperation that accompany liberalization are proving to be powerful forces for good.

Moreover, the claim that developing countries were somehow bullied or tricked into opening their markets is simply false; the pace of economic liberalization has accelerated because poor countries have realized that liberalization is in their best interest. In the half century since the founding of the General Agreement on Tariffs and Trade, the world economy has grown 6-fold, in part because trade has expanded 16-fold. Globalization has improved and will continue to measurably improve the lives of millions of people around the world.
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Daniel T. Griswold, America’s Economic Stake in Open Trade, http://www.freetrade.org/pubs/briefs/tbp-008es.html
Events in Seattle last November set the stage for a contentious debate in Congress this year about U.S. membership in the World Trade Organization. This study is the first in a series that will examine the costs and benefits of the WTO to the United States and to the rest of the world. By encouraging trade liberalization, the WTO promotes more vigorous global competition among producers, leading to lower consumer prices, rising worker productivity, and higher living standards. 

The argument that trade liberalization through the WTO has made Americans poorer contradicts the most obvious facts about the U.S. economy in the year 2000. During the last five years, living standards have been rising for low- and high-income workers alike. More than 80 percent of the jobs created since 1993 are in occupations that pay above the median wage. Figures on the alleged decline of real wages are misleading because they overstate inflation and do not include the growth of nonwage benefits. 

Despite warnings about “deindustrialization,” manufacturing in America today is thriving. The resurgence of U.S. manufacturing comes against a backdrop of record imports. Since 1992, during a period in which the WTO and the North American Free Trade Agreement have both been in operation, the manufacturing output of the United States has risen by 42 percent. 

America’s open economy has not led to an outward flow of capital to low-wage countries. The outward flow of investment to Mexico and China remains relatively small. In fact, 80 percent of foreign direct investment by U.S. manufacturing firms in 1998 was in other high-wage countries. 

America’s trade deficit is the result, not of unfair trade barriers abroad, but of our continuing surplus of foreign investment. Trade liberalization through the WTO will not have a significant effect on the U.S. trade deficit in either direction. 

