Book Reviews

A race to the top

Can Labor Standards Improve Under
Globalization? By Kimberly Ann
Elliott and Richard B. Freeman.
Washington, DC, Institute for Inter-
national Economics, 2003, 179 pp.,
$25/paperback.

For decades, activists, governments, la-
bor unions, and corporationshave been
at odds over exactly how to improve
developing-world labor conditions. On
oneextreme, freemarketeershave argued
that natural forces, perhapswiththehelp
of trade agreements, are the best way to
amelioratelabor standards; whileonthe
other extreme, anti-globalists have seen
a corporation-free, proactive, multina-
tional effort asthe only way to achieve
thegoal. Tension and violence between
thetwo camps have been enoughto can-
cel entire global trade summits. Yet just
when therift between the“ chanting pro-
testers” and the “dark-suited ministers
of trade” seemed insurmountable, Kim-
berly Ann Elliott and Richard B. Free-
man of the Institute for International
Economics step in to settle the score.
Their detail ed approach to the question
Can Labor Standards Improve Under
Globalization? provides the compre-
hensive, impartial, and realistic analysis
that trade theory buffseverywherehhave
been craving. Their answer isaresound-
ing“Yes.”

Elliott and Freeman begin their book
by outlining the four “core labor stan-
dards’ that have been agreed upon by all
170 member nations of the International
Labor Organization (1ILO): Freedom from
Forced Labor; Nondiscrimination in the
Workplace; The Effective Abolition of
Child Labor; and Freedom of Association
and Collective Bargaining. All countries
and corporations are expected to follow
these core standards without exception.
Any additional standards can bethought
of assimply “cash standards,” because,
theoretically, they can only be imple-
mented as countries’ incomesrise.

TheILO unfortunately has few legal
toolstoimposethese core or cash stan-
dardsonany nation or corporation. (Use
of the organization’'s enforcement
mechanism was never even attempted
until 2000.) Instead, as the authors la-
ment, the 1LO—in concert with other
activist organizations—must pursueits
goalshby either (1) publicizing egregious
standardsviolations; (2) assisting inthe
formation of labor unions; or (3) work-
ingwith developing countries' labor min-
istries. These efforts have succeeded
to varying degrees.

With respect to their effortsto expose
blatant standardsviolations, activist or-
ganizationshave, infact, pressured sev-
eral companies to improve upon unfa-
vorable conditions. Nike and FIFA
[Fédération Internationale de Football
Association] are cited as typical ex-
amples. Yet companies will rarely im-
prove upon standards that the public
already deems adequate, because such
preemptive improvements tend to in-
crease stock pricesonly minimally. Pres-
sure on companies can therefore only
accomplish so much.

Even lesssuccess hasbeen achieved
by activists’ attempts to organize labor
unions in less-developed countries
(LDCs). Leaders of many developing
countries simply do not allow unions,
fearing that they will undermine govern-
ment leverage and foster democratic sen-
timent among the working population.
Overcoming LDCS aversiontoorganized
labor remains one of activists' biggest
challenges with the largest rewards.

As for activists' pressure on LDC
governments, the determination of suc-
cess depends on the pressure’s goals.
For example, when Ronald Reagan used
the 1ILO inthe 1980sto criticize Poland' s
treatment of its Solidarity labor union
and to condemn South Africa’s apart-
heid regime, the ILO proved agreat tool
to promote democracy. The use of ac-
tivist pressureasal abor-improvingtool,
onthe other hand, has not proven quite
as effective.

Thisleadstheauthorsto concludethat
governments themselves are the institu-
tions best poised to put “teeth” into the
enforcement of labor standards. In fact,
studies spanning several decades show
that government pressure (that is, the
threat of sanctions) on LDCs has suc-
ceededinachieving policy goalsasoften
as 50 percent of the time. The authors
cite such evident effectiveness of sanc-
tionsto support their most ambitious pro-
posal—that theWorld Trade Organization
(wT0) amend its rules and “alow mem-
bersto ban imports of goods whose pro-
ductionisdirectly linked to violations of
any of thecorelabor standards,” because
“violationsof corelabor standards. . . are
atradedistortion asmuch assubsidiesor
other formsof aid to traded sectors.” Itis
the wT O’ sfailuretoallowretaliatory sanc-
tions, the authors write, that earns it the
image of a corporate-friendly ingtitution
that tramples the rights of the poor.

Whatever the history of the WTO's
reputation, the authors suffer one sig-
nificant weakness with their argument:
They fail to compare “successrates’ of
LDC policy goalsachievedthroughsanc-
tionswithacontrol group of policy goals
that were not pursued through sanc-
tions. Thereis nothing to prevent the
reader from assuming that labor stan-
dards would have improved anyway if
|eft to the free market.

Despite this minor flaw, the authors
have added much color to a debate that
hasfor toolong seemed asimple matter of
black andwhite, and they havedonesoin
away that anyone with a basic compre-
hension of economics can understand.
Elliott and Freeman’ smeticulousanalysis
of developing-world labor conditions
makesastrong casethat—with abit more
transparency, pressure, and coopera-
tion—globalization and high labor stan-
dards can be compatible after all.

—Andrew Cohen

Office of Prices and Living Conditions,
Bureau of Labor Statistics
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What causes growth?

The Mystery of Economic Growth. By
Elhanan Helpman. Cambridge, MA,
Belknap Press of Harvard University
Press, 2004, 240 pp. $25.95/hardcover.

Encouraging economic growth is an
article of faith for economists world-
wide, but understanding the under-
pinnings of growth—why it occurs
and how to foster it—is more than a
subject for academics. Answers to
these questionsdrive public policy in
such diverse areas as education,
health, trade, law, and politics and af-
fect the well-being of hillions of citi-
zens across the globe. Yet, despite
the importance of the topic and de-
cades of academic interest, thereisstill
no blueprint that a nation can follow
to assure lasting economic improve-
ment. Throughout the last century,
the per-capita income gap between
rich and poor nations continued to
widen, and grappling with thisreality
isthe primary intent of Dr. Helpman’s
new book.

In many ways, thisis a very per-
sonal book, almost adialogue between
the author and hisreader. Dr. Helpman
is widely recognized for his work in
thefield of growth economics, having
previously produced pioneering books
on the role of interest groupsin trade
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policies and theimpact of general pur-
pose technologies (GPTS) on econo-
mies. Hetakesthe opportunity inthis
book to review and critique the work
that has been donein growth econom-
ics by many of his contemporaries.
The tone of the short book (the actual
text is only 142 pages) captures the
honesty of scholarship in a difficult
subject area, recognizing the ambigu-
ity of many of the answers and the
possibility that future research may
not support present theory. Itisvery
much avalidation of the scientific ap-
proach to this field of social science.
Research stands or falls based on its
ability to answer real questions, not
influenced by the reputation of the
author or political opinion. Wherethe
results appear inconclusive, he sug-
gests future approaches always with
the goal of searching for more elegant
solutionsto the problems of economic
growth.

Theresultisaseriesof chaptersrang-
ing from how capital accumulation
seems to defy conventional economic
theory to how economic growth is af-
fected by thefour “I’s’—innovation, in-
terdependence, inequality, and institu-
tions. Underlining much of thework are
the relative contributions that human
capital and technological innovation
and diffusion play in contributing to
accelerating productivity rates. Dr.

Helpman does not offer an ultimate an-
swer to the problems of economic
growth nor does he advocate a particu-
lar set of policies. Only inthefinal chap-
ter does he suggest that the most pro-
ductive area of new research may liein
a greater understanding of the role of
institutions and their impact on a
society’ s economic devel opment.

In the preface, the author states ex-
plicitly that thisbook ismeant to bea
nontechnical discussion of research
findings to make them available to a
broad audience. Tothat end, he even
includesaglossary of economicterms.
Nonetheless, while he has eliminated
many of the calculations that would
normally accompany ascholarly work
inthisfield, the book will be most ac-
cessible to readers with grounding in
the principles of micro- and macro-eco-
nomics and a working knowledge of
current public policy research. A 13-
page list of references is included in
the volume listing sources for much
of the major work done in the field in
the past 50 years. Thoseinterested in
the topic of growth economics will
find this discussion both fascinating
and provocative.

—Muichael Wald

Bureau of Labor Statistics,
Atlanta region



