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Overview
The mushrooming debate over the promise and perils of globalization outcomes is almost universally impressionistic and anecdotal. 

The Institute for International Economics’ (IIE)
 Globalization Balance Sheet (GBS) family of projects aims to bring depth, accuracy, and balance to economic aspects of the debate.  It seeks to measure some of economic globalization’s underappreciated benefits and under-quantified distributional costs.  It is rare for economists to construct comprehensive distributional accounts of a country’s gainers and losers from global integration. Yet the identification of such gainers and losers occupies much of the political debate.  Such distributional accounts are a necessary input to the GBS projects.
 

The IIE GBS projects start with the United States and exploit the growing  availability of genuinely microeconomic data – censuses and surveys of real-life households, workers, voters, migrants, firms, plants, and communities.
  The IIE has made a special effort to recruit younger researchers whose skills in handling such data are widely recognized in the economics profession.  Six projects have been completed, or nearly completed, with more underway.
In the completed projects, there is a growing consensus that deeper global integration is a mixed blessing for the United States.  It enhances the economic “fitness” and opportunities of a large number of Americans who in turn rejuvenate their workplaces, unions, firms, and industries.  Yet it actually worsens prospects for many Americans who are unwilling or unable to engage globally.

Americans with average skills, women, blue-collar union members, and insular communities are among those who are disproportionately represented in the sub-population who are on the periphery of globalization’s gains.  Some even lose from it.  There is also growing consensus, however, that these same socioeconomic groups face even worse outcomes from changing tastes and technology – globalization contributes, but only modestly, to their problems.  
The policy implications of this research consensus involve empowerment and security in mobilizing to meet all these challenges, not just globalization.  The IIE researchers propose policies that aim at more broadly diffusing gains and opportunities across American society, and at insuring Americans better against those trends that are unavoidably adverse.

The ultimate aim of the GBS projects is the capability to weigh credible measures of globalization’s traditional and new costs and benefits against each other.  Since many of the newer costs and benefits are distributional (some gain at the expense of others), and since many effects of all-encompassing globalization – economic, cultural, and socio-political -- cannot be quantified at all, this ultimate aim will involve judgment that goes beyond mere measurement.

In the rest of this paper, we distill the insights and policy implications of the GBS family of research projects.  We focus especially on their surprising consensus about Americans who bear burdens from US global integration of various types, including immigration, or who perceive that they do.  We close with our growing consensus about American policy evolution.
Globally Dislocated American Workers.
One of Kletzer’s projects (2001) tries to measure the effects of exceptional import penetration on American manufacturing workers – in isolation from trends in technology, outsourcing, unionization, and other shocks during the last quarter of the twentieth century – up to 1999.  The import effects on worker dislocation and job/earnings recovery turn out to be modest, and hard to disentangle from the special burdens that women workers face in the American labor market.  But the effects on manufacturing workers of generalized dislocation from both global and local shocks are by no means modest, and manufacturing workers bear them especially heavily compared to other American workers.  This conclusion leads Kletzer, together with IIE and other co-authors, to propose a radical re-shaping of U.S. labor market policies for all dislocated workers (Kletzer and Litan (2001), Kletzer and Lawrence (2003)).  Among other benefits from her proposal for earnings-and-benefits insurance would be less severe distributional costs, and wider dissemination of the gains, from greater U.S. global integration.

For example:

· Import-displaced U.S. manufacturing workers have similar profiles (age, education, job tenure) to other displaced manufacturing workers except that they are disproportionately female.   44 percent of import-displaced manufacturing workers are women, compared to only 36 percent of normally displaced manufacturing workers.  Import-displaced workers are 2 percent less likely to become re-employed
 than normally displaced workers, but that difference could be ascribed entirely to their being disproportionately women.   

· There are almost no differences in the earnings recovery patterns of import-displaced and other displaced manufacturing workers: both lose about 17 percent of their former earnings
 on average, with roughly one quarter losing 30 percent or more, yet a third losing nothing (or even gaining).   For both groups of workers, half are re-employed in manufacturing, and only one tenth are re-employed in retail trade.  Earnings losses of the second group are indeed large, but losses of the first group are small.
Other Kletzer projects (2002, 2003) update her studies to 2002 and home in on female (and male) workers in the most import-sensitive sectors of all – textiles and apparel, featured also in the Levinsohn (2003) project discussed below.  Early results of these projects suggest that dislocation increased across the board in the American economy in 2001-02, but that men’s re-employment probabilities in textiles and apparel, always lower than elsewhere, declined less precipitously than men’s re-employment probabilities declined elsewhere.  For women on the other hand, the 2001-02 decline in re-employment probabilities for all import-sensitive manufacturing, including textiles and apparel, was sharper and steeper than elsewhere.
Globally-Energized American Workers – and Firms and Communities.

Lewis and Richardson (2001) synthesize a growing body of microeconomic research that suggests that there are significant opportunities for American workers, firms, and communities to prosper, as long as they are able to engage the global economy in some fashion.  Globally engaged Americans earn more, grow those earnings faster, and fail less frequently than comparable, yet insular Americans.  Global engagement includes not only exports, but imports of inputs (machines, components, managers, technologies), and inward and outward investment.  As globally engaged population shares grow, the micro-level gains have the potential to rejuvenate workplaces, industries, regions, and the entire American economy.
For example:

· Globally engaged American firms, workers, and communities enjoy significant advantages compared to otherwise-identical counterparts (twins) – comparable firms, workers, and communities who are not globally engaged.  Productivity, growth rates, wages, and job stability differ between the twins by significant amounts, usually from 5 to 15 percent.  Another generation’s growth in global commitment at the same rate that the past generation globalized would raise American standards of living by a quarter.

But there is another face to these potentially beneficial outcomes, a distributional downside.  Workers, firms, and communities that cannot or will not or fail to engage the global economy lose heavily over time.  They are displaced by the globally engaged.  The challenge is to empower them, or their children, to be able to engage – to engage change of all types, especially when their skills, education, and history make such engagement unlikely or very costly.

Globally Skeptical American Voters – and the Neglected Importance of Residential Wealth.
This helps explain why Scheve and Slaughter (2001) find so much skepticism in their American voter surveys about globalization in the early and  mid-1990s, especially among a large number of voters with median skills and education (or less).  Such typical (median) voters do not favor freer trade, nor freer immigration. They fear – perhaps correctly, as Scheve and Slaughter show – that they have little or nothing to gain from further U.S. global integration, nor do their communities.   
For example:

· In import-sensitive communities, home owners strongly oppose further trade liberalization, presumably because they fear that rising imports will cause a steep decline in community property values.   Because immigration (imports of people) has more favorable effects on home prices, however, home owners in “gateway” communities for migrants show no greater opposition to immigration than other voters do.

By contrast, American voters with extensive skills and education do favor additional trade and immigration, and seem to gain from it.   In fact, the impact of voter skills and education is so strong that expected additional correlates of voter globalization preferences, including the industry in which they work (and its global exposure), contribute nothing to explaining the remaining variation among the voters!  
The issue that this research dramatically highlights is whether skill-building and stronger education could turn typical American voters from global skeptics to global enthusiasts.

Globally Victimized American Labor Unions and Union-Friendly Regions – Or Not?
Baldwin (2003), in his study of American deunionization in both goods and services sectors, finds resonance with Scheve’s and Slaughter’s results.  Unionists with only basic education fared far worse than other unionists.  
For example:

· Between 1977 and 1997, there was a precipitous decline in the proportion of workers with median education (12 years or less) who were represented by a labor union, from 29 to 14 percent.  By contrast, unionization proportions declined much less among workers with above-median education, from 19 to only 13 percent.  The union wage premium also declined for basically-educated workers, from 58 to 51 percent, whereas it rose slightly for better educated unionists, from 18 to 19 percent.

· For basically-educated workers the surge in imports during the decade from 1977-87 contributed a little more than 20 percent to unionization’s decline across all sectors, controlling for technological change and shifts in demand.  But during the second decade (1987-97) a surge in exports was correlated with declining demand for basically educated workers, of which unionists bore a disproportionately large part (25 percent).
  
By contrast, for American union workers as a whole, globalization helps explain employment declines only modestly (technological change and shifts in demand likewise contributed only modestly).  In both decades, but especially the first, ubiquitous trend declines in union affiliation – within each goods and services sector, within each region, within each worker educational group -- explain half to almost all the fall in the overall unionization rate.

In sum, whatever safety net that American unions provide was disproportionately lost by the less-educated workers who arguably need it most.  The problem is no less severe when globalization’s role in this story is slight.
American Plant-Level Dislocation and Survival in Textiles and Apparel.
Levinsohn (2003) has profiled the mixed blessings of globalization for American textile and apparel plants from the early 1970s to the mid-1990s.  The most surprising conclusion of his research is that there are any blessings at all!  But he finds that some plants turn out to be surprisingly resourceful in this slumping sector.  
For example:

· Rates of productivity growth among incumbent plants over this period, and rates of entry and job creation by high-productivity new plants, all turn out to be quite strong (the typical plant’s overall productivity increased by 68 percent in textiles, 26 percent in apparel).  
On the other hand, plant shutdown is also quite prominent, along with job destruction and dislocation of workers.  Kletzer (2002, 2003) documents the significantly lower wages and re-employment probabilities of dislocated textile and apparel workers – especially women -- through the year 2002.

Resonating with Baldwin and with Scheve and Slaughter, Levinsohn finds that shutdown and worker dislocation are concentrated on plants with average productivity and below – whose workers are also often less-skilled.

On the other hand, this bad news can be better news for the industry on average (via the rejuvenation effects described in Lewis and Richardson’s (2001) work).  On balance, the infamous “churning” in the textiles and apparel sector still leaves open many sectoral opportunities for workers
 and investors because of active entry, strong productivity trends and job creation.   
Counter-balancing these (mixed) blessings on productivity and new job opportunities, however, Levinsohn finds unremittingly gloomy plant-level trends in wages and net job growth.  Both are strongly negative -- wage declines are especially negative for white-collar (non-production) workers, job declines for blue-collar (production) workers.
Emerging Policy Implications from the GBS Projects So Far:
Taken together, these research projects suggest a radical re-orientation of familiar American training, adjustment, and “safety-net” policies – toward policies that are consciously adopted to complement and to enable global liberalizing initiatives, by spreading the gains from global integration more widely within American society and stabilizing the uneasy popular support for them.

To be more specific, GBS authors increasingly agree that American policies should

· move away from specific industry-and-job-based relief and toward worker empowerment.  

· move toward education and skill-building experience, including on-the-job training.

· move toward insurance programs that preserve an individual’s lifetime earnings potential.

One such set of policies would allow older and less mobile dislocated workers to avoid having to change sectors -- by facilitating mobility among younger workers -- e.g., tax-favored job search and corresponding programs, or benefit portability enhancements. Such programs, in turn, help stabilize individuals’ lifetime wealth and make them less fearful of global initiatives that expose them to capital losses (e.g., on their homes).  
Still another program is the institutional creation of new incentives for labor unions and other “worker agents” to provide their members with better global opportunities and insurance, as envisioned in Elliott and Richardson (2003).
The most fully developed GBS reform program, however, is the combination of wage insurance and subsidized health insurance for dislocated workers, outlined by Kletzer and Litan (2001), and actually implemented on a limited basis in recent American legislation.
Kletzer and Litan use the U.S. Displaced Worker Surveys to estimate the costs of a two-part proposal to ease the burdens and shorten the duration of U.S. worker dislocation.  They recognize that dislocation is the distributional dark side of the energy and change that drives much of the U.S. economy, but consider globalization as merely one element of that dynamism, not a special element, and hard to isolate from technology, education, and other institutional and social change.  The spirit of their proposal is to make all change less burdensome to American workers, and therefore more acceptable to them, as well as more defensible to broad public opinion.

In this spirit, the most arresting conclusion of their study is how cost-effective their proposed policy seems to be.  Their program would cost the public budget only $3 to $3 ½ billion dollars and would entail:

· Wage insurance to replace 50 percent of a full-time dislocated worker’s earnings loss in a new job, up to $10,000 of total annual reimbursement for a two-year period of eligibility.

· Health insurance premium subsidies (50 percent of the displaced worker’s contribution) to maintain affordable medical insurance for six months after a worker’s dislocation.

Even more generous provisions
 bring the public cost no higher than $6.5 billion.

Kletzer and Litan make no calculation of the savings to the conventional unemployment insurance system from sharpening incentives to become re-employed.  Such UI savings only makes their proposal more cost-effective.
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� Smeeding and Rainwater (2000), along with others, have pioneered cross-country comparisons of welfare of similar groups at similar positions in their own country’s size distribution of income, but there is not yet enough time depth in the underlying data to do cross-country studies of response to trends such as globalization.   See Heckman et al. (1997) for reasons and methods to do distributional accounting, especially accounting for the impacts of policy evolution.


� There is also growing global availability of such “micro-data,” and not only in the richer countries.   Nobel Prizes in Economics in 2000 were awarded to James J. Heckman and Daniel McFadden for pioneering techniques in handling such data and their widespread applications.  There is a great deal to learn from worker-level, plant-level, and voter-level data that cannot be seen in aggregates and averages.  Some of it validates what we think we already know about the benefits and costs of globalization, but much does not, as this family of projects has revealed.


� In cross-country historical research using more aggregated data, there is growing consensus that the same conclusion holds for countries.  Prospects are worsened for those that cannot or will not engage; even the status quo is unsustainable.  See Bordo, Taylor, and Williamson (2002), Lindert and Williamson (2001), and World Bank (2002).


� The forthcoming Richardson (2003) monograph aims to summarize the GBS family of projects and their policy implications, and possibly to lay the groundwork for a more ambitious project that would likely involve globalization scholars beyond the GBS family.  A derivative aim of the GBS projects is a template for similar exercises abroad and possibly on a global scale.  The Institute is cooperating with the Deutsche Gesellschaft fur Auswartige Politik (DGAP) in Berlin and the Institut Francais des Relations Internationales (IFRI) in Paris on GBS and parallel projects being undertaken there.  These European projects are focussed more on backlash to globalization than on measuring its effects.


� On average three years later.





� On average three years later.


� Once again, controlling for technological change and shifts in demand.  Increased export competitiveness can cause reduced employment of the less-educated as firms upgrade technology and skill requirements and compete in more intensely competitive global markets.  During the first decade, Baldwin finds that rising exports helped basically educated unionists very modestly, and during the second decade, basically educated unionists were relatively sheltered from imports -- rising imports were associated with disproportionately large employment losses among basically educated non-unionists, not unionists.


� For example, both industries feature successful outsourcers who pay their workers more in annual salaries than they would otherwise earn --- $1000 more (per year) in textiles and $200 more in apparel for every 10 percent of their inputs that they outsource.  In apparel, successful outsourcers also have more stable jobs (higher plant survival rates), consistent with general results in Lewis and Richardson (2001).


� Both they and Slaughter and Scheve cite polls that show how voters shift their preferences in favor of further trade liberalization when it is tied to programs that assist workers to adjust.


� No dollar cap on wage insurance reimbursement;  70 percent reimbursement of earnings losses and worker  contribution to medical insurance.





PAGE  
17

