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"NAFTA, supported by the secretary,
cost us 800,000 jobs nationwide, tens
of thousands of jobs in the Midwest."

The city of Pittsburgh, and the State of
Pennsylvania, have lost one-third of their
manufacturing jobs since the Clintons put
Chinainto the WTO [...] Fifty thousand
factories across America have shut their
doors in that time.
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Unemployment explains rise of anti-globalization

politicians all over the globe

* Some politicians have successfully used trade and migration as scapegoats to

explain slow economic growth for the middle class...

Unemployment rate vs. Trump support

France, by department
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I Where the jobs aren’t

National Front vote share
2015 regional elections,
first round, %

Unemployment rate .\

- ' ‘. =
N L
oy . Py
oY Opaiic WS
Pa < s
G etsTl
Afe e‘x‘: -~
; -
s .
SN

-_-“.’..; . ;, !
P & olyon
A Vi

1y
[ N § 4%
S
S ey Gy
- = "'.‘.'-. " g "\’.-::_'i ¢ oif
08P oo R U3y
7 s, ‘, s S
Toubus&&;_.‘ & B e O\
b 2l o T ONED
G, %’ Marseille I

Cogolin

Y @dany_bahar




5

0

-5
]

-10

Change in Industry Employment (% of total)
-15

Trade Balance vs. Industry Employment 1995-2010

OECD Countries

USA

-5 0 5
Change in Trade Balance (% of GDP)

Source: WDI and author's calculation. Prepared by @dany_bahar

10

15

Y @dany_bahar




Y @dany_bahar




5

0

-5
]

-10

Change in Industry Employment (% of total)
-15

Trade Balance vs. Industry Employment 1995-2010

OECD Countries

MEX Tu$
|
|

____________ L - e
|
PGIVK l HUN
FIN IGRC CHL  Ne@sB EST
ITA FRA pggIRT
S
NLD ISL
SP A
A DNK BEU CHE
GBR"  |UPN

| IRL
| SVN
|
| LUX
|
|
: KOR

| | | | |

-5 0 5 10 15

Change in Trade Balance (% of GDP)

Source: WDI and author's calculation. Prepared by @dany_bahar

Y @dany_bahar




Share of employment in industry on negative trend

Industry Employment (%)
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US Real Manufacturing Output vs. Employment, 1947 to 2014
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It cannot ,ﬁ

be THAT -'

simple... ﬁg\
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TABLE 5.—DIFFERENCES BETWEEN INITIAL-TARIFF AND IMPACT EFFECT,

EXCLUDING AGRICULTURE
Parameter Difference Point Estimate F-Value
Location effect
Less than high school, 8; s — 34, —2.110" 11.59
High school graduate, 87 55 — 84 45 —(0.915** 6.48
Some college, 82 scor — d4.5col —1.538*** 7.51
College graduate, 8, .o; — 84 col —0.936 1.46
Industry effect
Less than high school, 6 5 — 04 5 —2.143%** 16.33
High school graduate, 6; s — 04 —1.232%* 6.76
Some college, 67 ;o1 — 04.5c01 —1.1371** 6.90
College graduate, 05 .,; — 04,001 —0.302 0.11

The table reports the overall impact on wages (computed as a difference between initial-tariff and impact
effect reported in column 2 of table 4) and its significance for each education group when a location or an
industry loses all of its protection within the sample period. Significant at ***]1%, **5%, *10%.

Hakobyan and McLaren (RESTAT 2016)
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Panel B. OLS reduced form regression, full sample

Import penetration
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Commuting zones in the 75th percentile of exposure to Chinese imports is experienced
to lose 4.5% of manufacturing jobs as compared to a CZ in 25t percentile.

Autor, Dorn and Hanson (AER 2013) W @dany bahar







”Some suggest trade is
problematic because it
redistributes income. The basis
for that claim is true, but
trivial. Pretty much everything
else that happens in a market
economy somehow
redistributes income” (...)

”’[C]lertain kinds of
international competition can
undermine domestic norms
with regards to what’s an
acceptable redistribution...”

@dany_bahar




Three reasons on why curbing trade

could be highly detrimental

We are all highly dependent on trade to

be able to export more, be more
competitive and create more jobs
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Partners Across The Globe Are

" EURDPE
- I Messier-Dowty -

I Latecoere
Alenia
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Looking at
imports by
end-use, over
50% of
imports from
Mexico are
intermediate
goods

US Imports from Mexico, by end-use category
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Even within
the auto
category,
almost half
Imports
engines and
other parts
and
accessories

(30000) Passenger cars, new and used

(30100) Trucks, buses, and special purpose vehicles

(30110) Bodies and chassis for trucks and buses

(80200) Engines and engine parts

(30210) Bodies and chassis for passenger cars

(30220) Automotive tires and tubes

(30230) Other parts and accessories of vehicles

US Imports from Mexico, Year 2015

Automotive vehicles, parts and engines

Share of total imports
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I They need each other

Exports of goods between Britain and EU, 2014, % of national totals
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51.4%
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Source: IMF Direction of Trade Statistics
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Three reasons on why curbing trade

could be highly detrimental

Trade has helped consumers to increase
their purchasing power significantly.

Consumer also matters!
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Figure 5. Estimates of the size of the global middle class, 1950-2030 (billions)
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Figure 4. The size of the global middle class, 2000, 2015, and 2030 (billion people)
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Historic US Import Tariffs
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Three reasons on why curbing trade
could be highly detrimental

Trade raises competition and therefore
improves productivity. Productivity
differences explain more than half of cross-
country income differences
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“"Productivity isn’t everything, but in
the long run it is almost everything. A
country’s ability to improve its
standard of living over time depends
almost entirely on its ability to raise its
output per worker.”

Paul Krugman (1990). The Age of
Diminished Expectations: U.S. Economic
Policy in the 1990s.
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Economic growth = structural transformation

* As countries move
towards more
productive activities,
they grow faster

* Two components play a
role:

* Productivity increase
within sectors

* Entry, exit and reallocation
of resources from least to
more productive sectors
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What can 3
governments do?
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What’'s the
(mapket)

failure?
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Market failures that stop the

“invisible hand”

 Unequal access to economic
resources (i.e. credit, full
information)

* Social and private returns
differ, externalities (i.e.
pollution, workers’ trainings,
etc.)

e |[nstitutional failures (e.g.
corruption, too much or too
little regulation, etc.)

 Poor macroeconomics (e.g.
inflation or deflation)

e Coordination failures (e.g. lack

i

R

of infrastructure, lack of W @dany_bahar

complementary markets)



Is there a
masket
failure to be
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reghdfe poor hcr c.trade pct#f#c.covr total poor lgdp, alcountryid year) cluster(countryid)
{dropped 41 singleton ocbservaticns)
{converged in 12 iterationa)

HDFE Linear regressicn NHumber of chks - l4c
Bbsorbing 2 HDFE groups F{ 4, 42) = 4.60
Statistics robust to hetercskedasticity Prob > F - 0.003¢c
F-sguared - 0.9947
Adj R-aguared = 0.9913
Within R-=q. - 0.2927
Number of clusters (countryid) = 43 Foot MSE - 0.02413

{5td. Err. adjusted for 43 clusters in countryid)

Robust
poor her Coef. Std. Err. t P>t [95% Conf. Interval]
001055 3.79 0.000 L001B654 0061234
covr total poor 0016658 0004342 3.84 0.000 00078485 002542

-.0000568 .0000179 =3.18 0.003 -.0000929 -.0000207

e.trade_ potfc.covr total poor

|
|
+
trade pct | L0039944
|
|
|
i
|

lgdp -.1638551 0834841 -1.96 0.056 -.3324327 0045226
Ebsorbed degrees of freedom:

________________________________________________________________________________ +
Absorbed FE | Num. Coefs = Categories - Redundant |
—————————————————————————————— o e |
countryid | G 43 43 * |
year | 10 11 1 |
________________________________________________________________________________ +

* = fixed effect nested within cluster; treated as redundant for DoF computation
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Globalization has taken us far...
but we’ve understated the losses

| is how can

Ind private sector

jte thie proper safety
,OSt vulnerable to
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Thank you

Please feel free to email or follow me at:

dbahar@brookings.edu
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