
Globalization in Crisis

Pinelopi Koujianou Goldberg
Yale University

Egon & Joan von Kaschnitz Keynote Lecture 
Clausen Conference
November 18, 2023



Road Map

A.  Is Globalization in Crisis?

B. Causes of Crisis
� Perception that competition/trade has not been fair
� Increase in within-countries inequality
� COVID-19 � Resilience of Global Supply Chains
� Invasion of Ukraine � Geopolitics

C.  Concluding Thoughts: Economic vs. Political Effects
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A.  Is Globalization in Crisis?
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! Aggregate trend driven to a large extent by China and India.

! Regional and multilateral agreements in parts of the world, 
especially in Asia and Africa ASEAN; RCEP; CPTPP; AfCFTA)



On the other hand:

! Emerging evidence on reallocation of GVCs at a more granular 
level

! Reversal of Decades-Old Liberalization Agenda and 
multilateralism in the US and UK
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! National Security takes precedence over Economic Welfare



!"#$%&'(#)*$"($+,-."/$0)(1"2)(1

! In 2018-19, public still viewed trade as beneficial to the 
economy, despite concerns about employment and wages 
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! In 2022:  Concerns about resilience; geopolitics; demands for 
re- and friendshoring. National security first-order concern

New Era!

https://ifs.org.uk/inequality/trade-and-inequality-in-europe-and-the-us/
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https://www.igmchicago.org/surveys/steel-and-aluminum-tariffs/
https://www.igmchicago.org/surveys/global-supply-chains/
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BUT:

� Globalization as experienced up to 2016 is over

� Different kind of “globalization”:  Globalization and 
Fragmentation go hand in hand



B. Causes of Crisis
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Phase 1

Drivers

See P. Goldberg: “!"#$%&#'()*$+,,#-./$0,$1*02)*34).30&”, MIT 
Press, August 2023.

! Perception that competition b/w countries has not been fair
! Decline in 1*02)*$5&#'()*3.6$has come at the expense of 

increase in 73."3&890(&.:6$5&#'()*3.6$(Branco Milanovic 2016)



Unfair Trade?

! Frequent complaints that large developing countries abuse 
the “special and differential status”

! Market access in some developing countries limited

! Subsidies; SOEs; Intellectual Property Rights; Forced 
Technology Transfer

! Rise of “behind the border” restrictions

! Most complaints targeted towards China



The Inequality “Tradeoff”

Global Inequality

! Has been reduced dramatically post-World War II

! Deaton (“!"#$1:#).$+/-);# ”); World Bank (7<=$>??@); Branko 
Milanovic (“1*02)*$5&#'()*3.6….”)

! Globalization, and in particular the integration of China and East 
Asian economies into the world trading system played an 
important role in global poverty reduction
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Within-Country Inequality
People as Workers
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Labor Market (US and Europe)

! Increase in Skill Premium in the 70s, 80s and 90s

! Polarization starting in the late 90s

! Decline in Manufacturing Employment in the last 15 years

� Role of Globalization?



What We Know so Far

! Workhorse model of international trade (Heckscher-Ohlin) 
provides a natural way to link trade to the increase in skill 
premium

! BUT: Consensus that trade played only a secondary role in the 
increase of the skill premium

! Trade only important in interaction with technology



Shifting Consensus in the 2000s
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The Significance of Spatial Inequality

! Evidence from developing countries (Topalova, Dix-Carneiro 
and Kovak)

! In the US: 
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! In several European countries:
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Main Insights

! Effects are not short-lived. They persist.

! The “long-run” is very long (up to two decades)

! Effects are not confined to labor markets
� Adverse effects on education; child labor; crime



Within-Country Inequality
People as Consumers

! Models tell us that trade leads to lower prices, higher quality, 
more variety

! But what do the data tell us?

! Empirical work on prices and consumer side limited.

! Two questions of interest:
" Do prices respond to trade barriers?
" If so, do price changes affect households in different parts 

of the income distribution differently?
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De Loecker, Goldberg, Khandelwal and Pavcnik (ECMA 2016):
� Trade Liberalization reduced prices
� It increased quality
� Led to greater product variety
� But increased firm profits. Reason:
� Cost reductions were not passed through fully to prices
� Benefits to consumers in the form of lower prices 

smaller than predicted by models of perfect competition 
or constant markups
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� Prices increase one for one with tariffs 
� In contrast to India (incomplete passthrough), here 

complete passthrough

Conclusion: !."C$5(,&(.$5'&#,(8&(8<."OO(-<.."$.51(-78(#&8(
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! Atkin, Faber and Gonzalez-Navarro (2018):
� “Retail Globalization” in Mexico increases household    

welfare through lower prices and increased variety
� But the richest households gain more

! Jaravel and Sager (2023):
� Trade with China had led to large price declines
� The price declines disproportionately benefit low-income 

consumers

! Dorn and Levell (Deaton Review, 2022):
� Brexit and the China “shock” had price effects, but they 

were uniform across the income distribution.



In Conclusion
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Phase 1

! Consequences

" @.$S"8
" TRUKI"#<(4.<,$(L<.



Effects of US-China Trade War on Global Trade Flows
Fajgelbaum et al (2023)



“Winners” of the Trade War



Consequences

! Strong rhetoric and heightened uncertainty

! BUT:  little effect on actual trade

! In fact, the US-China trade war 3&-:#)/#Aglobal trade in the 
targeted products

! Perhaps most important effect: Stepping Stone
<)+.$'1-$,(#;&."#(=$7#($*;>*-?;-&'$*1+7'$+&$:#9+6@.



Phase 2

Drivers

Novel argument: Fragility of Global Supply Chains
� A chain is as strong as the weakest link
� Made before (Japan Earthquake 2011)
� But gained new significance: Demand for Resilience

Evidence at odds with this argument



But what is “Resilience”?

Markus Brunnermeier (2021), !"#$=#/3*3#&.$B0-3#.6C

DE#&A$2(.$&0.$E:#)FG
(Reed vs. Oak)

! But how do we operationalize this notion?
! And how do we benchmark it? What is the desired level of 

resilience?
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! Supply, Demand, or Both

! Sector- , Country-specific, or Both
!Idiosyncratic or Systemic

Note that COVID-19 was:
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Resilience and Trade during COVID-19

! Trade volumes declined during 2020, but rebounded in 2021

! Firm-to-firm import relationships were not disrupted though 
import volumes declined (Goldberg and Reed 2023)
" !;4/&13#62&2#B2"1#B:1#"/1#B&/A2"

! Because COVID waves were not synchronized across 
countries, imports of PPE eased domestic bottlenecks.
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Imports of some critical goods during COVID-19
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Additional Evidence on Resilience and Trade
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Consequences

! Not consequential. Trade rebounded in 2021!

! If it had not been for the invasion of Ukraine, we may have 
gone back to normal

! BUT: A Further Stepping Stone
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Phase 3
Drivers:&;;;
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� Exposed fragility of trade to geopolitical risk
� Risks of excessive international specialization, i.e., 

concentration in the imports of critical products (European 
energy imports from Russia)

� E6$)&)*0H6: The US may be equally vulnerable to risks 
associated with China.

� National Security: Primary Concern!
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Valid Arguments for Diversification!
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Further Issues
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C. Concluding Thoughts: Consequences
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! D,(*)#C*C/*%-/*%(*(1/*0%C)*#2*%*)/C*/-%
� E/C*;#"0*<%-*C&(1*5-%0/*%+*(1/*</%7#)F

! ?).%+&#)*#2*8G-%&)/*C%+*(1/*3%(%"H+(I*D,(*-/%"*0-&./-+J*
� !"#$%&'%($&()*+,"-*.%"/$01*."23%4"2,"/%*56*/-$5%-&1/2)"$#%*%."7$.3%-*1#$

! 8)31%-(/-/0*(/--&(#-HI*D,(*1&+(#-H*+,KK/+(+*-/%+#)+*(#*$/*%"%-6/0*� 7-/ :
$/""&K/-/)3/*7/-&#0*$/2#-/*<#-"0*<%-*??

! L3#)#6&3*/22/3(+*-/%"*$,(*6%)%K/%$"/*� M-%K6/)(%(&#)*C&""*-/0,3/*K"#$%"*
/22&3&/)3H

! D,(*7#"&(&3%"*/22/3(+*7#(/)(&%""H*6,31*6#-/*+/./-/I*5-%0/*%)0*7/%3/*K#*1%)0*&)*
1%)0I**<%-+*N/3#)#6&3*#-*6&"&(%-HO*0#*)#(*3#)(-&$,(/*(#*7-#+7/-&(HI
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