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The city of Pittsburgh, and the State of 

Pennsylvania, have lost one-third of their 

manufacturing jobs since the Clintons put 

China into the WTO […] Fifty thousand 

factories across America have shut their 

doors in that time.

"NAFTA, supported by the secretary, 
cost us 800,000 jobs nationwide, tens 
of thousands of jobs in the Midwest."
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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…
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Share of employment in industry on negative trend

@dany_bahar



@dany_bahar



@dany_bahar



@dany_bahar



It cannot 

be THAT 

simple… 
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Hakobyan and McLaren (RESTAT 2016) @dany_bahar



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 25th percentile. 
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Autor, Dorn and Hanson (AER 2013)
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How do we maintain the balance between 
integration and prosperity for all?



”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]ertain kinds of 

international competition can 

undermine domestic norms 

with regards to what’s an 
acceptable redistribution…”
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We are all highly dependent on trade to 
be able to export more, be more 
competitive and create more jobs

Three reasons on why curbing trade 
could be highly detrimental
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Looking at 
imports by 
end-use, over 
50% of 
imports from 
Mexico are 
intermediate 
goods
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Even within 
the auto 
category, 
almost half 
imports 
engines and 
other parts 
and 
accessories
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Trade has helped consumers to increase 
their purchasing power significantly. 

Consumer also matters!

Three reasons on why curbing trade 
could be highly detrimental
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35% !!!



Historic US Import Tariffs
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Trade raises competition and therefore 
improves productivity. Productivity 
differences explain more than half of cross-
country income differences 

Three reasons on why curbing trade 
could be highly detrimental

@dany_bahar



@dany_bahar



”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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•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

Economic growth = structural transformation
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1962

2016
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What can 
governments do?
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The solution is not likely to be found at the 
GLOBAL negotiating table, but at home
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What’s   the 
(market) 
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.)

• Institutional failures (e.g. 
corruption, too much or too 
little regulation, etc.)

• Poor macroeconomics (e.g. 
inflation or deflation)

• Coordination failures (e.g. lack 
of infrastructure, lack of 
complementary markets)
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Is there a 
market 

failure to be 
fixed?
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Y=F(L,K)
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Globalization has taken us far… 

but we’ve understated the losses

The challenge ahead is how can 

governments and private sector 

together can create the proper safety 

nets to protect those most vulnerable to 

the process 
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Thank you

Please feel free to email or follow me at:

dbahar@brookings.edu
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