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What Is Globalization?
•The world is moving away from self-contained national 
economies toward an interdependent, integrated global 
economic system

• A convenient definition of Globalization for this course: 
it is the process of increasing international economic 
integration of markets. 

• Note that from our definition I have left out other 
dimensions: cultural, political, military etc.
They are relevant, but the focus in this course will me 
mainly on the economic one.



Globalization: is it true?
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Globalization: is true? 
FDI inflow

source: UNCTAD, WIR July 
2011
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Globalization 4: a new phase?
A group of economist (see Gene Grossman and Rossi- 

Hansberg, 2006 and the presentation by Richard Baldwin, 
2006)) have introduced the idea that with outsourcing 
globalization has entered a new phase.

The idea is that in the first phase globalization has been 
characterized by a first unbundling: end of the necessity 
of making goods close to the point of consumption. In this 
first phase we had trade in goods.

Recently, started a second unbundling: the end of the need  
to perform most production stages near each other. In this 
second phase we have trade in tasks.



Globalization 5



Globalization 5



Globalization 6
Historical digression:

Fast economic growth is a feature of the 
last  200 years. It is a product of the 
capitalistic production system.

Globalization is an intrinsic feature of the 
capitalistic production system 



Globalization and the 
capitalistic system of production

World GDP per capita
(1990 International Geary-Khamis dollars) 
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Drivers Of Globalization 

Two major factors underlie the trend toward 
greater globalization:

• the decline in barriers to the free flow of 
goods, services, and capital (but not to free 
flow of people!) that has occurred since the 
end of World War II. This process has been 
facilitated by the emergence of global 
institutions (GATT/WTO, IMF etc.)



Declining Trade And 
Investment Barriers

Some stylized facts:
- After WWII substantial reduction in trade barriers 

(tariffs and non-tariffs barriers)
- On average less developed countries are more 

protectionist than industrialized countries (IC)
- South-South trade is characterized on average by 

higher trade barriers than South-North trade
- IC have peaks of protectionism in some sectors (ie 

agriculture and textile and clothing) in which many 
emerging economies have a comparative advantage



World Extreme Poverty
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The dynamics of globalization and 
health

See what the BBC produces

and for more data visit the OECD Development Centre:

Perspective on Global Development 2010: Shifting Wealth

http://www.youtube.com/watch?v=jbkSRLYSojo&feature=player_embedded
http://webnet.oecd.org/pgdexplorer/
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