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CH A TF E R I

International Integration
and the OECD 's
Employment
T he industrial countries are in the midst of a long-term which deeper international integration fuels growth in industrial,

employment crisis typified by persistent unemploy- developing, and transition economies.
ment in Europe and rising wage inequality in Australia, In the past few decades the pace and scale of global integra-

Canada, the United Kingdom, and the United States. At the tion have accelerated. In the late 1970s about two-thirds of the
same time, the industrial countries have experienced a surge in world's labor force lived in countries largely insulated from inter-
international interactions with countries that have large numbers national markets by prohibitive trade barriers and capital con-

of much poorer workers-that is, with developing economies trols or by planned trade. Today, three giant population

and, increasingly, those in transition from central planning. blocs-China, the countries of the former Soviet Union, and

Many commentators portray these two developments as con- South Asia-with nearly half the world's labor force are entering
nected. There is a concern that workers in industrial countries- the global market, and many other countries, from Mexico to
especially unskilled workers-are losing out as low-wage Turkey, have already established strong linkages. By 2000 less
economies like China take over production of labor-intensive than 10 percent of workers may be living in countries that are
goods and middle-income countries like Mexico upgrade into disconnected from world markets.
the production of more skill-intensive products. Apprehension
over job losses and declining wages is exacerbated by fears of An integrating world
multinational capital heading to lower-cost producers in Eastern Trade is the main channel of economic integration. The move-
Europe, Latin America, and Asia. ment of goods and services across borders has grown dramati-

This report analyzes these linkages. It concludes that the for- cally in recent years, from 23 percent of world GDP in 1970
tunes of industrial country workers and their counterparts in to about 40 percent in 1990. Developing and transition
poorer countries are indeed interconnected but that interna- economies contributed significantly to that increase. In
tional linkages account for only a small part of the plight of those 1987-92, U.S. exports to developing and transition economies
suffering long-run unemployment or declining wages. It also grew by more than 13 percent, while those to other industrial
concludes that future gains from rising interactions with the countries grew by 8 percent. Between 1991 and 1993 develop-
developing and transition economies are likely to outweigh the ing and transition economies accounted for almost 75 percent
losses. Industrial countries are already benefiting from the grow- of the increase in world exports and contributed decisively to
ing integration of developing and transition economies into the pulling industrial economies out of recession. By 2010 devel-
global economy as such countries absorb a large, and growing, oping and transition economies will account for 30 percent of
share of industrial country exports. The potential for additional world imports and 22 percent of world exports of manufactures
gains is large. (World Bank 1995a).

But increasing integration is also likely to entail significant Private capital flows to developing and transition economies
adjustment costs. Workers in labor-intensive industries and low- totaled $175 billion in 1994, more than four times the 1989 fig-
skill occupations may bear the brunt. Reaping the full benefits of ure of $42 billion (all on a net basis), although still a much less
integration will be easier if these workers are helped through important form of economic interaction between countries than
domestic policies. Policies to ease the cost of adjustment for those trade. Overall, the transfer of capital resources from rich to poor
adversely affected can be crucial in curbing protectionist pres- countries has played only a moderate role in complementing
sures in industrial countries, and to the realization of a world in domestic savings: under the extreme assumption that savings
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phenomenon, linked to global integration. According to this
view, increased trade with developing and transition economies

_a_ _*|I_ is putting particular pressure on low-skill manufacturing in
industrial countries, with low-skilled workers bearing the brunt

Figure 1. Unemployment levels in OECD regions, of adjustment through lower wages or higher unemployment.
1973-93 Unemployment in industrial countries started to trend
(millions of unemployed workers) upward in the early 1970s (Figure 1). Between 1972 and 1982
35 - the number of unemployed almost tripled. Strong economic

LJ Japan growth in the second half of the 1980s brought some reduction
30 - North America in unemployment, but these gains were quickly erased by the

25 - Europe recession of the early 1990s. Unemployment is currendy esti-
OECD mated at 35 million people for the OECD as a whole, about 8.5

20 - percent of the labor force. Unemployment is not, however,
evenly distributed. The average for the European Union is 12

15 - l | l | percent, twice the level in the United States and four times that

10 1 | s | in Japan. These official unemployment rates may even under-
1 l 201 ] .l 5' | estimate the true extent of joblessness, since many job-seekers

5 have given up looking for work. Indeed, Europe's jobless
dilemma appears even more acute when judged by employment

0 to population ratios, which have fallen steadily among men since
1973 1975 1979 1983 1991 1992 1993

the 1 960s. Despite similar growth performances, some European
Source: OECD 1994a. countries have employment to working-age population ratios

that are 10 to 20 percentage points lower than those of Japan or

rates remain unaffected by these flows, about 11 percent of cap- the United States (Table 1).

ital formation in developing and transition economies in These differences in unemployment performance across

1970-90 could be attributed to the cumulative effect of capital industrial countries are commonly attributed to differences in

mobility. For industrial countries, capital outflows represented employment growth paths. North America has been creating

only 2 percent of their capital stocks in 1990.

Migration follows trade and capital flows as the third most

important channel of international interactions. Since the 1960s I . 6 I

the flow of migrants to industrial countries has risen and its com-

position has shifted, with most migrants coming from develop-

ing and transition economies. Between 1965 and 1990 the share

of immigrants in the total work force increased from 3.5 to 5.0 Table 1. Employment rates and output growth,

percent in Europe and from 6 to 8 percent in the United States. 1972-90

As with other forms of international exchange, there are large pos- (percent)
sibilities for mutual benefit.

Average annual
Change In output

Declining demand for unskilled workers in industrial Employment employment growth,

countries Country 1972 1990 rate 1972-90

If unemployment in the industrial countries were low and wages Japan 70.7 73.2 2.5 3.8
were rising rapidly, few people would worry about any ill effects United States 62.2 70.9 8.7 2.6
of international linkages. The surge in trade with developing and United Kingdom 69.9 69.0 -0.9 1.9Inges. ~~~~~~~~ ~~~~Austria 64.9 68.8 3.7 2.6
transition economies, however, has occurred against a backdrop Australia 67.6 67.5 -0.1 3.0

of rising labor troubles in the industrial world. Over the past fif- Canada 59.9 67.3 7.4 3.3
teen years, industrial countries have struggled with two deeply Norway 59.2 64.4 5.2 3.5

Germany 57.9 61.7 3.8 2.4
worrisome labor market trends reflected in rising and persistent Italy 55.9 54.6 -1.3 2.7

unemployment throughout much of Europe, and stagnant real France 50.6 51.6 1.0 2.5
wages and growing wage inequality in the United States. Many Spain 58.5 47.5 -11.1 3.0

analysts argue that both trends are manifestations of the same Source: Revenga and Bentolila 1995.
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jobs at 1.8 percent a year since 1960, and Japan at 1.2 percent.
In contrast, annual employment growth in the European Union Real wages have stagnated in the United States
has been a dismal 0.3 percent. The other side to North America's
better employment performance, however, has been slower labor
productivity growth and stagnant real wages. Annual real wage Figure 2erage hre i n e.
growth in the United States averaged only 0.3 percent in the (1982 dollars)

1980s, down from 2 percent in the previous two decades (Figure
2). Moreover, in the same period wage inequality in the United 9.0

States increased dramatically (and also rose in Australia, Canada, F
and the United Kingdom).

In the United States the increased disparity in wages has been 8.5

associated with falling real wages for low-skilled male workers.
Real earnings of those in the lowest decile of earners have fallen
by 10 percent since their peak in 1979. The declines in real earn- 8.0

ings have been even more dramatic for young unskilled workers-
for young men with a secondary education earnings fell by as
much as 20 percent in the 1980s. (By contrast, those of young 7 -

men with a college education increased by 11 percent in real
terms.) The fall in the real earnings of unskilled U.S. men has
prompted concerns that better unemployment performance has
been at the expense of a growing number of "working poor." Real 7.0 M b r 45 05 sq t s cfp 9< s §

earnings for men in the lowest decile have also declined in
Australia and Canada, raising similar concerns there (Figure 3) Source: U.S. Council of Economic Advisers 1995.

One way or another, all industrial countries are experiencing
declining demand for unskilled labor. Where relative wages have of the value of manufacturing output in 1970 to 12 percent in
been flexible (Australia, Canada, and the United States), the shift 1992. But these imports are still just a small proportion of GDP
in demand against the unskilled has translated into rising wage (Table 2). And on a net basis, the changes have been modest.
inequality, but relative unemployment rates have remained Even in the United States, where imports from the developing
largely unchanged. Countries with more rigid wage structures countries have grown the most, deterioration in the trade balance
(such as those of continental Europe) have been spared the with developing and transition economies is estimated at less
increase in wage dispersion, but at the cost of rising unemploy- than 1 percent of GDP-a change too small to explain the stag-
ment (Figure 4). nation of real wages throughout the economy or to account for

a 6.6 percent drop in the share of manufacturing in GDP.
Are linkages with developing and transition economies Developing country trade is even less plausible as an explanation
to blame? for Europe's malaise, since changes in Europe's trade balance with
These labor market developments have coincided with a surge these countries have been negligible.
in exports from developing and transition economies to indus- Import penetration is only one of many measures of increased
trial countries, leading many observers to blame this trade for competition from developing countries. And it is not necessarily
the labor problems of industrial countries. Such claims seem the most comprehensive. Trade with developing countries could
largely unfounded. On net, the effects of trade with developing exert competitive pressures on industrial country employment
and transition economies do not seem large enough to account and wages that are not reflected in changes in import penetra-
for the massive shifts in labor demand that have occurred within tion. For example, firms in industrial countries could respond to
the OECD. Past developments, however, do provide some cause increased competition from developing country exports by low-
for concern: to the extent that they reflect the inability of indus- ering their prices and maintaining market share. Employment
trial countries to adequately adapt to changing global conditions and wages would still feel the effects of increased competition,
and new technologies, they may portend difficulties as integra- but measures of import penetration would not show them.
tion proceeds. Studies of the impact of changes in relative prices or trade barriers

There is no doubt that competition from developing and on industrial country employment and wages, however, have
transition economies has increased: industrial country imports found small or moderate effects at best (Grossman 1987;
of manufactured goods from these countries rose from 3 percent Lawrence and Slaughter 1993; Revenga 1992).

3
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Figure 3. Cumulative change in real wages Figure 4. Change in unemployment rate
of lowest paid workers of low-skilled workers
(percent) (percent)

-15 -10 -5 0 5 10 15 20 25 -4 -2 0 2 4 6 8 10

United Stat United States
1980--891900

Canada

1981-90 ~ ~ ~ ~ ~ ~ ~ ~ ~~~~~~1909
Au stralia

_1980-91 Australia
19anc91981-90

77France

__9Austria71982-91
Austria
1_980-91

United Kingdom
Unitedt Kingdom1849
1980-92

Italy 1980-89
1980-87.

Norway
1980-9

Sweden Sweden
1981-91 1980-92

Germany Germany
1983-88 1978-87

Source: OECD 1993. Note: Change in unemployment rate of blue-collar workers. For
Germany and Italy, change in unemployment rate for workers
with less than a secondary education.
Source: OECD 1994a and 1994c.

____ . . .* .5Even if trade with developing and transition economies

cannot explain the stagnation of real average wage growth in

the United States or the dismal employment performance of

Europe, could it account for the deteriorating relative position
Table 2. Trade with non-OECD countries of unskilled labor? Indeed, economic theory predicts that
(percentage of GDP) competition from lower-wage countries will reduce the

1962 1972 1982 1992 demand for unskilled workers. But empirically the question

OECD remains controversial: most analyses conclude that trade with
Imports 2.54 2.60 5.21 3.77 developing and transition economies can explain only 10 to
Exports 2.42 2.54 4.70 3.72 30 percent of the observed demand shifts against unskilled

United States labor. And although some studies find more extreme results,
Imports 1.13 1.26 3.37 3.76 most calculations of factor content suggest that during the past
Exports 1.42 1.34 2.92 3.11
Exportp 1.42 1.34 2.92 3.11 two decades trade with developing economies reduced the

Imports 4.40 3.94 6.66 4.03 demand for workers by only I to 3 percent of total employ-
Exports 3.64 3.44 5.95 3.93 ment (2 to 5 percent of the unskilled labor force; see also

Japan World Bank 1995a).
Imports 4.08 3.77 7.49 3.28 The effects of trade seem particularly modest when compared
Exports 4.17 4.21 6.58 4.25 with other economywide changes that affect labor markets. The

Source: OECD 1994b. fast growth of the service sector is one structural shift that may
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have had important effects: in the United States alone employ- relatively little of it on the gains. This has tilted the discussion
ment in services increased by 6 million workers in 1970-92. toward protectionist sentiments and away from the core issue
Labor-saving technological change also may have played a role. of how to maximize and distribute the mutual benefits of inte-
Evidence from the United States, for example, suggests that the gration. Although the adjustment process can involve signifi-
ratio of skilled to unskilled employment has increased consider- cant costs to certain groups, there are large gains associated
ably in all industries since the 1970s-a finding that is inconsis- with further integration for workers in industrial countries.
tent with the predictions of trade theory but quite compatible These gains are linked to the three main channels of global
with the effects of across-the-board skill-biased technical change. interactions: expansion of trade, increased financial integra-
And in the high-unemployment economies-Australia, Canada, tion, and international migration.
Europe-rigidities in labor and product markets may have inhib- Expansion of trade brings all workers immediate consump-
ited adjustment to globalization and technological progress and tion gains (through lower prices for consumer goods) and enables
contributed to the employment problem. many to become more productive as the goods they produce

In addition to concerns over trade, many naysayers have increase in value. Industrial country consumers have already
voiced fears that the industrial countries will become "decapital- reaped large gains from cheaper labor-intensive imports. In the
ized" as capital relocates to developing and transition economies United States, for example, prices of footwear and apparel have
in search of cheap labor. These fears are motivated largely by the fallen by more than 20 percent in real terms over the past decade.
growing presence of multinationals in developing countries. In Many workers in the OECD will also benefit as industrial coun-
recent years more than half the expansion of multinational tries shift production toward higher-value, higher-wage sectors,
employment has taken place in developing economies: 5 million increasing average job quality and average wages. By raising
of the 8 million jobs created by multinationals between 1985 and incomes in developing and transition economies, expansion of
1992 were in low- and middle-income countries. Even so, indus- trade can raise the demand for industrial country exports of con-
trial coantry fears of decapitalization do not seem well grounded. sumer and capital goods and, where there is unused capacity in
In 1990 cumulative net flows to developing and transition the industrial countries, can provide a strong boost to output.
economies amounted to just 2 percent of industrial countries' Current World Bank estimates (1995a) suggest that a 1 percent
capital stock. Although net flows to developing and transition increase in developing and transition country growth could
economies are expected to rise further, the cumulative net flow increase growth in the industrial countries by 0.2 percent.
over the next decade will still represent only about 2.5 percent of Growing integration with the developing and transition
industrial country savings (World Bank 1995a). economies could also dampen cyclical swings in the industrial

Concerns that higher foreign direct investment flows to countries and in the global economy as the distribution of eco-
developing and transition economies will entail large-scale nomic activity broadens and diversifies around the world.
exports of jobs from industrial countries also appear largely All in all, first-round static gains to the industrial countries
unwarranted. A recent report by the United Nations Conference from increased trade due to the Uruguay Round are estimated at
on Trade and Development suggests that the proportion of for- $50 billion in 1992 prices-or a permanent increase of 0.3 per-
eign direct investment that relocates jobs from industrial to cent of GDP (World Bank 1995a). Optimistic assumptions in
developing and transition economies is small overall, although which industrial countries continue to invest heavily in skill
substantial in a few industries such as textiles and electronics upgrading suggest a second-round, permanent increase in out-
(World Bank 1995a). put of about 0.8 percent of industrial country GDP These sec-

There are some concerns that strong demand for capital from ond-round gains result from greater investment (in both physical
both developing and industrial countries will combine with and human capital) and greater savings following the first-round
falling private savings rates to create a "capital shortage," putting efficiency gains.
strong upward pressure on world interest rates. Most analyses There are additional sources of potential gains for the indus-
suggest that such an outcome is unlikely, provided that industrial trial countries: larger international markets may allow firms in
countries keep their fiscal deficits under control. Sustained high industrial countries to exploit economies of scale, and increased
deficits in industrial countries could undermine this positive out- competitive pressures could stimulate innovation and higher pro-
look by sucking in world savings, raising interest rates, and ductiviry growth. These gains are much more uncertain, however.
sharply curtailing flows to developing and transition economies. Were they to materialize, they could translate into permanent

increases in the growth of output in the industrial countries.
Most industrial workers gain from integration Like the expansion of trade, increases in flows of private cap-
Because of the OECD's employment problems, much of the ital between industrial countries and the developing and post-
debate on rising integration has focused on the costs, and centrally planned economies can benefit both investors and

5
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recipients. Equipping an increasingly skilled work force in benefit; and they can reduce labor costs in the receiving country,
developing and transition economies with better capital will generating direct gains to employers and to native workers with
help boost productivity and wages. For savers in industrial skills that complement those of the migrants. But migrants can
countries, investment in the developing and transition potentially hurt native workers with skills similar to their own.
economies offers higher returns and scope for gains from port- For example, if the demand for labor that they generate indi-
folio diversification-especially important for industrial coun- rectly-through their demand for goods and services-is less
tries facing an aging population and a growing number of than their own labor supply, that would put downward pressure
pensioners. The rising importance of private capital flows, espe- on the wages of similar workers. Recent studies suggest that the
cially financial flows, however, increases the risks of instability pressures introduced by migrants on the unskilled segment of the
in world financial markets-witness the turmoil created by the labor market in the United States and Europe are comparable to
recent Mexican crisis. those created by trade with developing countries. The effects of

As do other forms of exchange, migration offers possibilities migration are also potentially more far-reaching than those of
for mutual benefit. Most workers in both home and host coun- trade because migrants often enter the nontradable sectors. As
tries gain from migration flows: migrants are more productive in with trade, however, the relevant questions are how to distribute
the host country, boosting world output and increasing their own the many gains that result from this form of international inter-
wages; they send remittances to those at home, who thus also action and how to help the few who get hurt.

6



CHAPlT ER 2

Industrial Country
Policies for Workers in
Rich and Poor Countries
S olving the employment problem in industrial countries scope for further integration between richer and poorer coun-

requires both achieving sustained economic growth and tries through regional agreements. Contrary to some views,
implementingasetofstructural reformsandtargetedmea- NAFTA almost certainly diminished the magnitude of the

sures to address the distributional aspects of the current malaise. recent Mexican crisis by reducing the probability of a reversal of
International interactions are a source of rising pressure on reform and by facilitating the mobilization of resources by the
unskilled employment and wages in industrial countries. But United States. Locking in to external markets through a trade
they are also an important source of global growth and hence agreement is a powerful commitment mechanism, which can
part of the solution to the employment crisis. Relieving the pres- strengthen the credibility of domestic reforms. The potential for
sures on the unskilled by restricting international interactions NAFTA-like agreements in other regions of the world is large,
risks choking off this source of growth for both the industrial especially as it concerns Europe and the regions to its east and
countries and the developing and transition economies. A more south. There are already significant openings: discussions of new
coherent strategy is to deepen, not reduce, international inte- trade agreements with Israel, Morocco, and Tunisia; of Turkey's
gration, while taking domestic action to allow workers, espe- Customs Union with the European Union; and of special treat-
cially the unskilled, to participate in the gains. ment within the European Union for Eastern and Central

Europe. And there are strong arguments on both sides to push
Deepening integration through regional agreements for an opening of European markets. For Europe, market open-
Capital will continue to flow from rich to poor countries, and ing would support the development of strategically important
migrants from poor to rich narions. But the gains from integra- regions (Eastern and Central Europe and the Mediterranean)
tion that can be realized through these two channels are limited. and recipients of significant transfers (Sub-Saharan Africa). For
Capital flows are bound by considerations of creditworthiness developing and transition economies it provides an opportunity
and by the rising importance ofgeographical proximity and non- to integrate into international markets and commit to a program
labor cost factors in determining productivity. Flows of workers of domestic reform, with less risk of contingent protection.
are constrained by borders and other forms of control that will Regional agreements do pose some dangers: too close a focus
not disappear. Hence the key to achieving deeper integration is on regional trade could risk generating significant trade diver-
trade expansion. The Uruguay Round was an important step in sion. This risk is lower for free trade areas that do not impose
that direction, making progress toward facilitating the exchange restrictions on members' external trade policies than it is for cus-
of goods between rich and poor countries. But the Round was toms unions, and it is reduced when the possibility of increasing
probably more important for what it was able to prevent (in ris- external barriers is constrained by multilateral disciplines under
ing protectionist sentiments) than in the actual gains it brought. the World Trade Organization. If structured around principles
High-income countries continue to maintain high protection in of openness, regional agreements can be a useful step toward a
certain goods, most evident in agriculture and in the lengthy multilateral opening of markets. They mayallow for deeper inte-
phaseour of the Mulrifiber Arrangement, while contingent pro- gration than multilateral accords because negotiations are sim-
tection remains an important worry. pler and countries are more likely to share common interests.

Multilateral and unconditional liberalization of trade should And they may facilitate a gradual adjustment into export pro-
remain a first-best policy objective. But, as underscored by the duccion in the transitional period leading up to full multilateral
North American Free Trade Agreement (NAFTA), there is also liberalization under the General Agreement on Tariffs and

7
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Trade. This can be crucial to the political economy of trade sense for each country's development level and of devising mech-
reform: as more workers shift into production of exports, the anisms for their implementation. Progress in this regard would
number of people who gain from trade liberalization increases, help separate those in rich countries motivated by moral con-
reinforcing support for further reform. For regional agreements cerns from the protectionists. Industrial country efforts to
to work, however, they have to be conditional on effective domes- improve working conditions in developing and transition
tic reform, since integration heightens the need for sound domes- economies could then focus on generating more capital flows and
tic policy. They should also be conditional on rapid movement development assistance.
toward nondiscriminatory trade.

Reforms to allow industrial country workers to benefit
What to do about labor standards from integration
Even before the Uruguay Round agreements were signed, the The key to solving the employment crisis in industrial countries
issue of labor standards had attracted considerable attention. lies in domestic policy. Deepening integration will help secure
Some industrial countries argued-unsuccessfully-for linking growth and thus contribute decisively to a solution. But the dis-
certain labor standards to the Uruguay Round agreements, but tributional consequences of integration should not be ignored,
this proposal will be examined in the next round of multilateral especially since persistent labor problems may slow the process
negotiations. Agreement on standards (on the environment as or even force countries to backtrack to a more protectionist envi-
well as labor) proved necessary to get the U.S. Congress to ratify ronment. The OECD, the EU Secretariat, and many other orga-
NAFTA. The case for links between standards and trade is pre- nizations and individuals have addressed domestic reform issues
sented in terms of moral principle, prevention of unfair compe- extensively. The main conclusions of these diagnoses are pre-
tition, and avoidance of a downward spiral in which countries sented here and relate to Wor/dDevelopment Report 1995s analy-
are forced to adopt the lowest standards among competitors. sis of labor market issues in the developing, transition, and

The real danger of using trade sanctions as an instrument for post-centrally planned economies.
promoting basic rights is that the trade-standards link will be Global integration, by affecting international prices, can have
hijacked by protectionist interests attempting to preserve activi- important distributional consequences within and between
ties rendered uncompetitive by cheaper imports. As the history countries. Globalization affects the relative demand for various
of antidumping shows, discretionary trade protection is highly types of goods and consequently shifts relative demand for dif-
susceptible to misuse. Moreover, the efficacy of trade sanctions ferent factors and skills. In the long run, when resources have
in enforcing labor standards is far from proven, especially if sanc- been adequately reallocated across sectors, trade with developing
tions are imposed selectively. There is a risk that they would be and transition economies can be expected to have an overall pos-
applied only to small countries and that big-country violators itive effect on aggregate employment and wages in industrial
would not be affected. To the extent that higher standards lead countries. But the adjustment process can be painful-especially
to higher labor costs, they threaten to hit developing and transi- for groups displaced by changing trade patterns. In industrial
tion economies precisely in products where their comparative countries, the most vulnerable groups are young, low-skilled
advantage is greatest. Low-cost unskilled labor is the main com- workers in manufacturing.
parative advantage of poor countries. Such differences in endow- The challenge for industrial economies is to facilitate the
ments are the very basis of international trade and are not a source movement of labor from declining to expanding activities and to
of general declines in employment in richer countries-even manage the transition with minimal social costs. A first step is
though they may contribute to changes in employment structure ensuring that both labor and product markets are open and com-
and contraction of employment in specific areas. Where jobs are petitive. Increasing competition in protected sectors such as ser-
lost there is a case for public action, but trade protection is likely vices and transport can spur growth in labor demand. Reforming
to be a blunt instrument, taxing others in the society and delay- institutions that favor insiders at the expense of outsiders-as
ing the structural change that will be the foundation of future with job security provisions that differ for different groups-will
growth and jobs. contribute to more equitable employment outcomes and a more

Does this mean that groups in industrial countries should even distribution of the benefits of growth, while measures aimed
remain silent on labor conditions in poorer countries? By no at increasing the flexibility of working arrangements can have
means. Labor conditions, like poverty reduction and overall similar beneficial effects. Well-designed programs to help work-
development, are legitimate areas for international concern. But ers switch jobs-such as placement services or job-search assis-
such concerns should be weighed against the economic costs tance-also can play a positive role. Relatively inexpensive
involved. For developing and transition economies, it is impor- job-search assistance, for example, has proved effective in help-
tant to develop a strategy of actively setting standards that make ing displaced U.S. workers find new employment.
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IN DUSTR IA L C O U NTRMY PO LI C I ES FEO R W O R K ER S

More flexible markets, however, will reduce significantly shift in demand toward higher skills is already under way, as
unemployment only under conditions of sustained growth. This reflected in the recent rise in enrollments of adults in com-
calls for an appropriate macroeconomic policy mix and for sup- munity colleges. But it is unclear whether this will be suffi-
porting efforts toward further integration. cient to reverse the trends toward rising inequality, even

Sustaining the real wages of those with few skills in the face though it may slow or freeze them. Further efforts to extend
of increased competition from low-wage countries will require and upgrade workers' skills may be needed, especially in
continued investments in education and the acquisition of increasing the quality of education and improving school-to-
skills. In the United States, a private supply response to the work transitions.
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Conclusion
T he growing integration of goods and capital markets has outweigh the costs for the industrial countries. Deepening inte-

linked the labor markets of industrial, developing, and gration with developing and transition economies can provide an
transition economies as never before. This has fueled important source of growth for the industrial world. But such a

fears that manufacturing jobs will be siphoned off to developing deepening must be coupled with structural reforms and measures
and transition economies at the expense of unskilled employ- aimed at ensuring that all industrial country workers share in the
ment and wages in industrial countries. International interac- gains. Policies aimed at easing the cost of adjustment for those
tions, however, explain only a small part of the plight of unskilled who are most vulnerable-young workers and the unskilled-
industrial workers facing the threat of unemployment or declin- are crucial in dealing with the distributional impact of globaliza-
ing wages. Moreover, gains from further integration are likely to tion and in curbing protectionist pressures.

10



References
Grossman, GeneM. 1987. "The Employment and Wage Effects Revenga, Ana. 1992. "Exporting Jobs? The Impact of Import

of Import Competition in the United States." Journal of Competition on Employment and Wages in U.S.

International Economic Integration 2: 1-23. Manufacturing." Quarterly Journal of Economics 107:

Lawrence, Robert, and Matthew Slaughter. 1993. "International 255-84.

Trade and American Wages in the 1980s: Giant Sucking Revenga, Ana, and Samuel Bentolila. 1995. "What Affects the

Sound or Small Hiccup?" Brookings Papers on Economic Employment Rate Intensity of Output Growth?" Working

Activity, Microeconomics 2 Washington, D.C.: The Paper 9517. Banco de Espafia, Madrid.

Brookings Institution. U.S. Council of Economic Advisers. 1995. Economic Report of

OECD (Organization for Economic Cooperation and the President 1995. Washington, D.C.

Development). 1993. Employment Outlook 1993. Paris. World Bank. 1995a. Global Economic Prospects and the

1994 a. Employment Outlook 1994. Paris. Developing Countries 1995. Washington, D.C.

1994b. Jobs Study. Paris. . 1995b. World Development Report 1995: Workers in an

1994 c. Jobs Study, assorted background reports. Paris. Integrating World. New York: Oxford University Press.

11



World Development Report 1995
Workers in an Integrating World

Full text edition available in the following languages:
English (Hardback) ISBN 0-19-521103-0 StockNo. 61103 $37.95
English (Paperback) ISBN 0-19-521102-2 Stock No. 61102 $19.95

Forthcoming:
Arabic ISBN 0-8213-2897-2 StockNo. 12897 $19.95
Chinese ISBN 0-8213-2896-4 Stock No. 12896 $19.95
French ISBN0-8213-2892-1 StockNo. 12892 $19.95
German ISBN 0-8213-2894-8 Stock No. 12894 $19.95
Japanese ISBN0-8213-2895-6 StockNo. 12895 $19.95
Portuguese ISBN 0-8213-2899-9 Stock No. 12899 $19.95
Russian ISBN 0-8213-2898-0 Stock No. 12898 $19.95
Spanish ISBN 0-8213-2893-X Stock No. 12893 $19.95

Regional Perspectives on World Development Report 1995

Seven companions to World Development Report 1995, each with additional material
on the labor market issues in the particular region.

Labor and the Growth Crisis in Sub-Saharan Africa
ISBN0-8213-3343-7 StockNo. 13343 $6.95

Jobs, Poverty, and Working Conditions in South Asia
ISBN 0-8213-3344-5 Stock No. 13344 $6.95

Involving Workers in East Asian Growth
ISBN 0-8213-3345-3 StockNo. 13345 $6.95

Will Arab Workers Prosper or Be Left Out in the Twenty-First Century?
ISBN 0-8213-3346-1 Stock No. 13346 $6.95

Workers in Transition in Europe and Central Asia
ISBN 0-8213-3347-X Stock No. 13347 $6.95

Labor and Economic Reform in Latin America and the Caribbean
ISBN 0-8213-3348-8 Stock No. 13348 $6.95

The Employment Crisis in Industrial Countries: Is International Integration
to Blame? ISBN 0-8213-3349-6 Stock No. 13349 $6.95

For order coupon, see back of this booklet



World Development Report on CD-ROM
1978-95

A complete archive of all 18 World Development Reports.

Now, for the first time, a new CD-ROM product, created by ASIA-CD, Hong Kong,
a copublisher of the World Bank, brings you all 18 editions of the Report together with the
World Development Indicators 1995. With its easy-to-use but powerful search engine, this
product gives you an invaluable resource and a comprehensive database on the development
debate. Specifications: Windows 3.1; Minimum 4MB free RAM 386 or faster processor; CD-
ROM drive to MPC Level 1 specification.

Forthcoming
Stock No. 31590 / Single-user version: $3 75. 00 /Multi-user version $750. 00

Available in the U.S. from the World Bank and Oxford University Press. For availability in
other countries, contact:

Asia 2000 Ltd.
Attn: Edowan Bersma, Sales & Circulation Dept
46-48 Wyndham Street
Winning Centre, 7th Floor
Central, Hong Kong

World Development Indicators 1995
World Bank Data on Diskette

Statistical tables providing instant access to the most comprehensive and current data
available on social and economic development in more than 200 economies. Topics range
from agricultural production to international trade. Included in the print version of the Re-
port, the Indicators are also available separately on diskette. Each package includes a user's
guide to the *STARS* retrieval system and a 31/2" double-density diskette for PCs with a
hard disk, at least 512K RAM, and MS-DOS version 2.1 or higher.

ISBN 0-8213-2921-9 / Stock No. 12921 /$45.00

For order form, see back of this booklet



Distributors of World Bank Publications
ARGENTINA DENMARK JAPAN SINGAPORE, TAIWAN
Carlos Hirsch, SRL SamfundsLitteratur EasternBookService Gower Asia Pacific Pte Ltd.
Galeria Guemes Rosenoerns AIle 11 Hongo 3-Chome, Bunkyo-ku 113 Golden Wheel Building
Florida 165,4th Floor-Ofc. 453/465 DK-1 970 Frederiksberg C Tokyo 41, KallangPudding, #04-03
1333BuenosAires Singapore 1334

EGYPT, ARAB REPUBUC OF KENYA
Oficina del Libro Internacional Al Ahram Africa Book Service (E.A.) Ltd. SLOVARRFPUBLIC
Alberti 40 Al Galaa Street Quaran House, Mfangano St. SlovartG.T.G. Ltd.
1082Buenos Aires Cairo P.O. Box 45245 Krupinska4

Nairobi P.O. Box 152
AUSTRAUA, PAPUA NEW GUINEA, The Mliddle East Observer 852 99 Bratislava 5
FIJI, SOLOMON ISLANDS, 41, Sherif Street KOREA, REPUBLIC OF
VANUATU, AND Cairo Daejon Trading Co. Ltd. SOUTH AFRICA, BOTSWANA
WESTERN SAMOA P.O. Box 34 Oxford University Press
D.A.lnformationServices FINLAND Yeoeida SouthernAfrica
648 Whitehorse Road Akateeminen Kirjakauppa Seoul P.O. Box 1141
Mitcham3132 P.O. Box 23 Cape Town 8000
Victona FIN-00371 Helsinki MALAYSIA

University of Malsya Cooperative SPAIN
AUSTRIA FRANCE Bookshop,Limited Mundi-Prensa Libros, S.A.
Gerold and Co. World Bank Publications P.O. Box 1127, Jalan Pantai Baru Castello 37
Graben3l 66, avenue le'na 59700 Kuala Lumpur 28001 Madrid
A-1011 Wien 75116Paris

M-fEXICO LibrerialnternacionalAEDOS
BANGLADESH GERMANY INFOTEC ConselldeCent,391
Micro Industries Development UNO-Verlag Apartado Postal 22-860 08009 Barcelona

Assistance Society (MIDAS) Poppelsdorfer Allee 55 14060Tlalpan, Mexico D.F.
House 5, Road 16 53115Bonn SRI LANKA &THE MALDIVES
Dhanmondi R/Area NETHERLANDS Lake House Bookshop
Dhaka1209 GREECE DeLindeboom/InOr-Publikaties P.O.Box244

Papasotiriou S.A. P.O. Box 202 100, Sir Chittampalam A.
BELGIUNI 35, Stournara Str 7480 AE Haaksbergen GardinerMawatha
jeanDeLannoy 106o82 Athens Colombo 2
Av. du Roi 202 NEW ZEALAND
1060 Brussels HIONG KONG, MACAO EBSCONZLtd. SWEDEN

Asia 2000 Ltd. Private Mail Bag 99914 Fritzes Customer Service
BRAZIL 46-48WyndhamStreet New Market Regeringsgaten 12
Publicacoes ecnicasInternacionais WinningCentre Auckland S-10647Stockholm

Ltda. 7th Floor
RuaPeixotoGomide, 209 Central, HongKong NIGERIA Wennergren-WilliarnsAB
01409 Sao Paulo, SP University Press Limited P.O. Box 1305

IILUNGARY ThreeCrownsBuildingjericho S-171 25Solns
CANADA Foundation forMarketEconomy Private Mail Bag 5095
Le Diffuseur Dombovari Ut 17-19 Ibadan SWITZERLAND
151 A Boul. de Mortagne H-I117 Budapest Librairie Payot
Boucherville, Qu6bec NORWAY Case postale3212
J4B 5E6 INDIA Narvesen Information Center CH 1002 Lausanne

Allied Publishers Private Ltd. Book Department
Renouf Publishing Co. 751 Mount Road P.O. Box 6125 Etterstad Van Diermnen Editions Techniques
1294 Algoma Road Madras - 600 002 N-0602 Oslo 6 P.O. Box 465
Ottawa, Ontario KI 133W8 CH 1211 Geneva 19

INDONESIA PAKISTAN
CIDNA Pt. Indira Limited MirzaBookAgency TANZANIA
China Financial & Economic Jalan Borobudur 20 65, Shahrah-e-Quaid-e-Azam Oxford University Press

Publishing House P.O. Box 181 P.O. Box No. 729 MaktabaStreet
8, Da Fo Si DongJie Jakarta 10320 LahoreS4000 P.O. Box 5299
Beijing Dar es-Sajaam

IRAN Oxford University Press
COLOMBIA KowkabPublishers SBangaloreTown THAILAND
Infoenlace Ltda. P.O. Box 19575-511 Sharae Faisal Central Books Distribution Co. Ltd.
ApartadoAereo34270 Tehran P.O. Box 13033 306SilomRoad
Bogota D.E. Karachi-75350 Bangkok

IRELAND
COSTA RICA, BELIZE7 GUATE Government Supplies Agency PERU TRINIDAD &TOBAGO, JAMAICA
-MALA, HONDURAS, 4-5HarcourtRoad EditorialDesarrolloSA Systematics Studies Unit
NICARAGUA, PANAMA Dublin 2 Apartado3824 #9 WattsStreet
Chispas Bookstore Lima 1 Curepe
75 Meters al Norte del Hotel Balnmoral ISRAEL Trinidad, WestIndies

en calle 7 Yozmot Literature Ltd. PHILTPPINES
San Jose P.O. Box 56055 InternationalBookCenter UGANDA

Tel Aviv 61560 Suite 720, Cityland 10 Gustro Ltd.
COTED'IVOIRE CondomniniumTower 2 lstFloor,Room4, GeogiadisCharnbers
Centre d'Edition et de Diffusion R.O.Y. International Ayala Avenue, H.V. dela P.O. Box 9997

Africaines (CEDA) P.O. Box 13056 CostaExtension Plot(69)KampalaRoad
04 B.P. 541 Tel Aviv 61130 Makati, Metro Manila Kampala
Abidjan 04 Plateau

Palestinian AulhorityJMiddle East POLAND UNITED KINGDOM
CYPRUS Index InformationServices International PublishingService MicroinfoLtd.
Center of Applied Research P.O.B. 19502 Jerusalem Ul. Piekna 31/37 P.O. Box 3
Cyprus College 00-577 Warszawa Alton, Hampshire GU34 2PG
6, Diogenes Street, Engomi ITALY England
P.O. Box 2006 Licosa Comrnissionaria Sansonr SPA PORTUGAL
Nicosia Via Duca Di Calabria, I/1 Livraria Portugal ZANMBIA

Casel la Postale 552 Rua Do Carmo 70-74 University Bookshop
CZECH REPUBLIC 50125Firenze 12001Lisbon Great East Road Campus
National Information Center P.O. Box 32379
P.O. Box 668 JAMAICA SAUDI ARABIA, QATAR Lusaka
CS-1 1357 Prague1 lan Randle Publishers Ltd. Jarir Book Store

206 Old Hope Road P.O. Box 3196 ZIMBABWE
Kingston 6 Riyadh11471 Longman Zinbabwe (Pte.) Ltd.

TourleRoad, Ardbennie
P.O.Box ST 125



Order Form
CUSTOMERS IN THE UNITED STATES: CUSTOMERS OUTSIDE THE UNITED STATES:
Complete this coupon and return to Contact your local World Bank publications

The World Bank distributor for information on prices in local currency
Box 7247-8619 and payment terms. If no distributor is listed for your
Philadelphia, PA 19170-8619 country, use this order form and return it to the U.S.
U.S.A. address. Orders that are sent to the U.S. address

To have your order shipped faster, charge from countries with distributors will be returned to
by credit card by calling (202) 473-1155 the customer.
or send this completed order coupon by facsimile
by dialing (202) 676-0581.

Quantity Title Stock No. Price Total

Subtotal US$_
* SHIPPING AND ILANDLING charges are $5.00 per Shipping and Handling US$

order. If a purchase order is used, actual shipping will be
charged. For air mail delivery outside the United States, Total US$
add $8.00 for one item plus S6.00 for each additional
item.

CHECK METHOD OF PAYMENT

U Enclosed is my check payable to The World Bank.

U Charge my El VISA O MasterCard O American Express

Credit card account number

Expiration date Signature

O Bill me. (Institutional customers only. Purchase order must be included.)

PLEASE PRINT CLEARLY

Name

Address

City State Postal Code

Country Telephone_

1163







THE WORLD BANK

H EADQUARTERS

1818 H Street, N.W.
Washington, D.C. 20433, U.S.A.

Telephone: (202) 477-1234
Facsimile: (202) 477-6391
Telex: MCI 64145 WORLDBANK

MCI 248423 WORLDBANK

Cable address: INTBAFRAD
WASHINGTONDC

Internet address: http://www.worldbank.org//

EUROPEAN OFFICE

66, avenue d'IUna
75116 Paris, France

Telephone: (1) 40.69.30.00
Facsimile: (1) 40.69.30.66
Telex: 640651

TOKYO OFFICE

Kokusai Building
1-1 Marunouchi 3-chome
Chiyoda-ku, Tokyo 100, Japan

Telephone: (3) 3214-5001
Facsimile: (3) 3214-3657

Telex: 26838

9~ ~ ~ 1!|1lt33iiiit119
9 780821 333495

ISBN 0-8213-3349-6


