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• Bardhan begins by a discussion about the reasons why globalisation has been often 

opposed. It is mainly because of its impact on the economy which, the author lists as 

follows –  

1. It is claimed that globalisation promotes global mass production and cultural 

homogenisation through global brand – name products, fast food, internet, 

etc. 

2. It is contended that globalisation encourages the flow of short – term capital 

which typically has a herd – like movement. In crisis, the sudden withdrawals 

might have devastating impacts on economies, especially the developing ones. 

3. It is often argued that the globalisation causes damage to jobs, wages and 

incomes of poor people by dislocations and competitions of international trade 

and foreign investments. Also, it is further claimed that there is weakening 

ability of states to compensate the poor for this damage. 

 

• Before analysing the impact, it is crucial to understand how globalisation is defined.  

Bardhan interprets globalisation “to mean openness to foreign trade and long – term 

capital flows”. He however, restricts the discussion in this chapter to the possible 

difficulties with poverty alleviation policies in the poor countries after international 

economic integration.  Further, author discusses the opportunities that globalisation 

offers and how some countries are able to utilise these better than the others 

depending on their domestic political and economic institutions. 

 

• Bardhan in this chapter; discusses the impact of globalisation on the poor i.e. – impact 

on the poor in their capacity as self – employed workers; impact on the poor in their 

capacity as wage workers and impact on the poor as users of public services and 

common resources.  

 

 

 

 



The poor as self – employed workers 

• Bardhan defines self – employed workers as the ones who usually work on their own 

tiny farms or as artisans or pretty entrepreneurs in small shop. Often the major 

constraints they face are lack of credit; lack of storage facilities, marketing and 

insurance; lack of access to new technology, extension services (online order, home 

pick up, delivery, etc.). 

 

• Now, globalisation usually means availability of better infrastructure facilities and 

removal of bottlenecks (in domestic scenario) can be attributed to globalisation. In 

this context, the self – employed might not be able to compete with multinational 

firms. 

 

• Small producers as exporters like coffee producers in Uganda; rice growers in Vietnam, 

garment producers in Bangladesh and Cambodia etc. faced problems as their imports 

get banned at times in developed nations in the name of safety and sanitary 

regulation, lack of consumers guarantees, quality restrictions, etc. 

 

• Author further argues that the small producers often find it difficult to compete with 

big brands in terms of marketing, advertisement, timely delivery, packaging, brand 

name, etc. in this context, domestic supplies can act as a bridge between foreign firms 

on one hand and small producers on the other. Additionally, government can also help 

the poor in terms of these facilities so that they can benefit from globalisation, earn 

well and consequently, lessen the negative impact of globalisation. 

 

 

The poor as wage workers 

• Bardhan argues that how globalisation would impact real wages or employment 

would be different for the skilled and the unskilled workers. Theoretically, trade 

liberalization states that workers in a poor country with abundant supply of unskilled 

labour and a comparative advantage in products intensive in unskilled labour should 

benefit. 

 

• However, author observes that the poor economies (1st set of countries – Brazil, 

Turkey, Mexico) import labour intensive goods from yet poorer economies (2nd set of 

countries – Bangladesh, Indonesia). As a result, the wages in 1st set of economies will 

decrease and 2nd set will increase.   

              

• Author further discusses that if trading is done in natural resources and if globalisation 

means using scarce resources then also the poor might not benefit. It is argued that in 

case due to globalisation, foreign firms hire poor labourers or workers at wages lower 



than market wages then the poor stand to lose. This can happen in case poor are 

unorganised or they have low bargaining power. 

 

• Bardhan notes that there can be three possible reasons why opening up or 

globalisation might worsen the situations of the poor people –  

1. The issue of mobility of workers, their ability to enhance their skills and relocate 

as the market conditions change. This relocation or ability to adjust would depend 

on the availability of credit, infrastructural facilities. 

2. Technical change occurs in developed economies and is biased towards capital. 

Introducing such techniques, transplantation of new methods, wages and 

employment would go down. 

3. Lack of collective bargaining power. One, capital can more easily relocate as 

compared to the labour. Two, foreign firms can easily substitute the capital for 

labour, hence displacing labour. 

 

• Author in this context, concludes that the international organisation WTO which talks 

about the benefits of trade liberalisation should also talk about or facilitate the 

rehabilitation of displaced labour or try to increase the skills of people in poor 

economy so that the poor do not lose completely. 

 

 

The poor users of Public Services and Common Resources 

• Finally, author discusses the impact on the poor as users of public services. He argues 

that “the poor depend on public services more than non – poor like transportation, 

health, education, ration, housing, etc”. He notes that cuts in public spending due to 

globalisation (because budget cuts to reduce fiscal deficit as a part of macroeconomic 

stabilisation programme) negatively affect the poor. 

 

• The livelihood of the poor depends on Common Property Resources (CPR) – forests, 

fisheries, groundwater, grazing lands, etc. – and damages caused in these due to 

globalisation would mean negative effect for the poor. For example, African rural 

economy where the exportable product is a capital – intensive tree crop (such as 

coffee or cocoa), the import substitute is land – intensive (such as crop), and there is 

a labour – intensive subsistence (non – traded) crop (such as roots and tubers like 

sweet potato, cassava). It is noted that the economy may have a comparative 

advantage in tree crops. In this case, an increase in import substitution leads to 

expansive of cultivated land under land – intensive crop as well as a shortening of the 

fallow period, leading to depletion of natural vegetation and biomass.  

 

• If trade liberalisation occurs then imports will increase for corn (which is land 

intensive) and then lots of land will be free for growing vegetation, natural biomass. 



• Bardhan argues that it is also possible that land – intensive crops overuse the land and 

there is depletion of natural vegetation due to lack of well – defined property rights 

or lack of strict enforcement of rules on communal or public land. This could be leading 

to overuse of the environment resources. 

 

• With globalisation it is more crucial to check the pricing and availability of 

environmental or natural resources. For example, administered under pricing of 

precious environmental resources, irrigation water in India, energy in Russia, timber 

concessions in Indonesia, etc. cause a lot of resource since it is not priced properly. It 

should include social cost as well. 

 

• Globalization also implies economies relocating in the poor economies since the 

pollution regulation are not very strict and these economies are “polluting heavens” 

(lax environmental standards). 

 

• Bardhan interprets globalisation in this context, as the openness to foreign trade and 

long – term capital flows and as well as other relations between countries. He tries to 

analyse the impact of international economic integration on the poor. He argues that 

globalisation can cause hardships for the poor but it can also open up the 

opportunities that some countries can utilise and others cannot depend largely upon 

their domestic, political and economic institutions. The net outcome is quite often 

complex and needs to be analysed according to the context. 

 

• The pro – globalisers often quote examples of economies like India, China where 

poverty has reduced in the era of globalisation. Whereas; the anti – globalisers quote 

the example of sub – Saharan Africa where poverty has remained stubbornly high 

during the globalisation decade. 

 


