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The process of globalization is a well-debated topic in the recent economic literature. On one hand mainstream economists in most parts of the western hemisphere have made sure that a generation of students of economics have accepted the doctrine of free trade and globalization as the only way in which the poorer nations of the world can come out of the grasp of poverty, over-population and other such evils.  However, there is an emerging movement in both the developing countries and among some of the more reasonable and practical minds in the first world countries, which is addressing the flaws of globalization. Many questions are being raised about the efficiency of globalization and its impact on the developing countries. 

Reinert, in his book has made a case against the process of globalization by asking questions, which are not just practically relevant, but also theoretically grounded. The author makes use of historical evidence to prove that most of the rich nations of today have become rich only by following protectionist strategies and government intervention, quite contrary to the strategies suggested by these very countries to the developing nations. 

The author starts the book by describing two types of economic theories-ones that are based on metaphors from nature and the other based on experiences. The former theories embrace certain degree of uncertainty and are based mainly on the laws of physics. On the other hand, the latter theories are less abstract and draw from biological metaphors instead. The author is of the opinion that it is the former theory that is being applied to poor countries today. This approach does not take many factors into consideration like variation, diversity, conflicts, trade-offs etc. The author directs the reader’s attention to the Ricardian trade theory and states that, unfortunately, this widely followed theory is flawed and is based on a set of very unrealistic assumptions. During the course of the book the author also criticizes the various assumptions made by standard theory, including perfect competition and perfect information. The usage of the labour theory of value by Ricardo ensured that labour across the world was considered to be homogenous, with no importance given to invention, technology and knowledge. 

The author then goes on to explains as to how the rich countries got rich to begin with. Most of the European nations had realized early on that the “naturally” rich states like Venice were rich because of diversity of professions and a less than important role of agriculture in the state’s economy. This lead to the diversification of economic activities and eventually to the process of industrialization in most of the European nations. The author gives the readers many examples to prove his point that most of nations could develop significantly because of industrialization. This process of industrialization was supported by tariff protection and patents. Nations like Spain, which did not actively participate in the process of globalization was left behind and had to eventually emulate the strategy followed by the rest of the continent.  Basically, most of these nations followed, what the author refers to as the ‘other canon’. The concept of other canon refers to all the alternative theories, which embody experiences, observable facts etc. However, all these countries also shifted to the more abstract theories once these countries became rich. The problem with globalization is that the developing countries are being forced to use models based on abstract theories without allowing them to use the advantages of alternative theories. 

The author makes an excellent point in chapter 4 (Globalization: the arguments in favour are also arguments against), where he says that the very arguments in favour of globalization are the very reasons, which help rich countries specialize in being rich and the poor countries in being poor. One very important aspect that he points out to is the concept of increasing returns and it’s absence in poor countries. Most poor countries specialize in producing raw materials, which don’t have an increasing returns and consequently, they will eventually reach a point of diminishing returns. Additionally, these sectors are also plagued with imperfect competition and price fluctuations, which make producers in this sector more vulnerable to any external shock. Also, technological innovation is absent in most of the poor economies. Trade has only helped the transfer of activities, which are technological dead ends from the developed nation to the developing nations. This has lead to a decline in real wages in many poor countries. Here, the author gives the example of baseball making industry in Haiti, which uses unskilled labour. Because of the nature of production in this industry, workers are paid miserably. Finally, the author feels that the cluster effect that globalization is supposed to initiate is also absent in most developing nations. The author further states that most of the developing nations are also prohibited from using an emulation strategy, which would enable these countries to industrialize themselves. 

Unfortunately, for many developing economies, globalization has lead to a process of deindustrialization. The author provides the reader with a number of examples, like Mongolia, Peru etc, to prove this claim. The author also talks about the process of primitivization, which occurs when labour force is forced to go back to activities, which exhibit decreasing returns to scale. The author makes an interesting case against the foundations on which the Washington consensus is based. Most of the policies, which have come out of the consensus, have failed to solve any of the problems faced by the third world countries. The focus should be on changing the economic structure of these economies, which cannot be seen any of the policies suggested by the Washington institutions. 

The author also expresses serious doubts about the efficiency of the Millennium development goals. Though, noble in its intention, the author feels, that following the failure of development policies in the past few decades, the focus seems to have shifted from treating the cause of poverty to attacking the symptoms of poverty. The author is of the opinion that solution lays in creating middle income countries, which will allow poor countries to emulate the rich countries. Policies such as taxing economic activities subject to diminishing returns and pay subsidies to economic activities subject to increasing returns might help economies to develop those sectors, which are subject to productivity explosions. The idea is not to achieve a ‘world class’ industrial sector, but to attain a certain degree of diversity. Reinert also stressed on the importance of synergy between the different sectors of the economy. 

The book offers a fresh perspective to the debate of globalization. While most ‘development’ economists are happy pumping in money in the developing economist in the hope that poverty will somehow disappear, Reinert makes a very realistic study of the causes of and the possible solutions to the problem of under development. The author has not just given a well-observed critique of the mainstream arguments, which are in favour of globalization, but has also provided us with a well-researched historical background, which enables the reader to understand the basic flaws in the process of globalization. The content of the book has done complete justice to the title of the book by providing more than adequate answers to both the questions posed in the title.
