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Fundamental trend since the 1980s: 
rise in within-country income inequality
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Background: The globalization-inequality nexus

• One explanation for rising inequality concerns economic globalization 

• How has increased market integration in the areas of international trade and 
finance affected income inequality around the world? 

• Consensus: globalization and inequality may have at least some type of relationship. 

• However, despite a wave of research, the direction and magnitude of the 
relationship between globalization and inequality remain unclear. 

• Empirical results are very mixed 

• Several papers find empirical support for an inequality-increasing effect of 

globalization, others find the opposite (e.g. Goldberg and Pavcnik 2007; Jaumotte 

et al. 2013; Huber et al. 2017) 

• Several scholars have voiced skepticism: domestic politics and institutions as well 
as other factors (such as technology, education or macroeconomic factors) may 

be seen to be much more important for explaining changes in inequality
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Focus on economic globalization

• The concept of “economic globalization” used in this paper is much narrower 

than (overall) “globalization” 

• Globalization is a multifaceted concept that captures several aspects in the 

economic, political and social dimension that go far beyond indicators that are 

typically used to capture economic globalization. 

• Follow established typologies of economic globalization indicators 

(Gräbner et al. 2018; Gygli et al. 2019) 

• Trade globalization (e.g. trade to GDP) 

• Financial globalization (e.g. FDI flows, capital account liberalisation indices) 

• Overall economic globalization (e.g. KOF index)
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Contribution of this paper

• Considering the wide range of estimates reported in the literature, it is 

potentially misleading to undertake generalizations based on traditional 
literature reviews 

• This paper provides the first meta-analysis regarding the impact of economic 

globalization on income inequality 

• Provide meta-analytic evidence on the Stolper-Samuelson theorem 

• Answering two research questions 

• What does the empirical evidence in all peer-reviewed published studies tell us about 

the effect of globalization on income inequality? 

• What factors contribute to explaining the variation in the reported results on the 

globalization-inequality relationship?
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Meta-analysis and meta-regression

• Meta-analysis 
• A single estimate cannot resolve an empirical question (e.g. Schmidt and Hunter 2014) 

• Each estimate should be considered as one piece of information 

• the (precision-weighted) average globalization-inequality estimate derived from a 

database on all existing estimates is the best estimate 

• Meta-regression 
• Differences in existing estimates may be explained by differences in study design, data 

set, econometric technique, publication characteristics etc. (e.g. Stanley and 

Doucouliagos 2012)
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Criteria for inclusion in the meta-study database

1. Income inequality as the dependent variable and globalization as explanatory 

variable 

2. Reported econometric estimates 

3. Published in peer-reviewed journals 

4. Offered relevant statistics 

5. English language and publication date prior to February 2019 

• Search databases: Google Scholar, EconLit, Scopus 

• Meta-study database 
• 123 papers 

• 1254 estimates
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Making the estimates comparable

• Partial correlation coefficient 
• used to standardize the effect size across studies 

• measures the impact of globalization on income inequality while holding other factors 
constant 

• can be directly calculated from the regression results reported in the papers 

• unitless measure bounded between -1 and 1:
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Figure: All globalization-inequality estimates
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Meta-analysis: Results

• Interpretation guidelines for partial correlation (Doucouliagos 2011) 

• <0.07: small 

• 0.17: moderate 

• >0.33: large
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Meta-regression analysis

• What factors explain the heterogeneity in reported estimates? 

• Conduct hypothesis tests in a multivariate meta-regression framework 

• Code 32 moderator variables 

• Different inequality measures (Gini, Top income share, income share ratio, Theil, high-

low-skilled, other inequality variable) 

• Different globalization measures (trade, financial and overall globalization) 

• Country composition (advanced countries, emerging-market countries, mix of countries) 

• Publication characteristics (e.g. primary, cross-author) 

• Macroeconomic, political and institutional control variables (e.g. technology, education, 

labor market institutions)
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Meta-regression: Estimation strategy and main results 

• Weighted Least Squares 
• Inverse of the variances as optimal precision weights 

• General-to-specific-modeling 

• Robustness checks: different estimators (random effects, robust regression) 

• Five main findings 
• Choice of the inequality measure matters (Theil) 

• Dimension of economic globalization is important 

• Financial globalization has much more sizeable impact than trade globalization 

• Publication characteristics are significant moderator variables (cross-author) 

• Technology and education are significant moderator variables 

• Composition of the country group is not significant (Stolper-Samuelson theorem does 

not hold on average)
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Conclusions

• Previous literature has been unable to establish conclusively whether 

globalization has a positive, negative, or zero effect on income inequality 

• By using meta-analysis and meta-regression methods, this article provides 

evidence that (on average) 

• Globalization has a (small-to-moderate) positive effect on income inequality 

• Trade globalization affected income inequality to a smaller extent than financial 
globalization 

• the inequality-increasing effect in emerging-market countries was similar to the impact 

found for advanced countries 

• Technology and education moderate the impact of globalization on income inequality 

• Policy conclusion 
• If policy makers care about inequality, the welfare state has an important redistributing 

function to counter inequality-increases due to globalization
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