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‣ In previous seminars, we have discussed a lot on the role of multi national enterprises 

‣ To better connect the dots, a hidden layer for why multi national enterprises succeed is trade
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Trade and Globalisation
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Why People Are for and Against Globalisation

Autor, David H., David Dorn, and Gordon H. Hanson. 2013. "The China Syndrome: Local Labor Market 
Effects of Import Competition in the United States." American Economic Review, 103 (6): 2121-68.

We analyze the effect of rising Chinese import competition between 1990 

and 2007 on US local labor markets, exploiting cross-market variation in 

import exposure stemming from initial differences in industry 

specialization and instrumenting for US imports using changes in Chinese 

imports by other high-income countries. Rising imports cause higher 

unemployment, lower labor force participation, and reduced wages in local 

labor markets that house import competing manufacturing industries. In our 

main specification, import competition explains one-quarter of the 

contemporaneous aggregate decline in US manufacturing employment. 

Transfer benefits payments for unemployment, disability, retirement, and 

healthcare also rise sharply in more trade-exposed labor markets.
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Why People Are for and Against Globalisation

Autor, David, David Dorn, Gordon Hanson, and Kaveh Majlesi. 2020. "Importing Political Polarization? 
The Electoral Consequences of Rising Trade Exposure." American Economic Review, 110 (10): 3139-83.

Has rising import competition contributed to the polarization of US politics? Analyzing multiple measures of political expression and 

results of congressional and presidential elections spanning the period 2000 through 2016, we find strong though not definitive evidence 

of an ideological realignment in trade-exposed local labor markets that commences prior to the divisive 2016 US presidential election. 

Exploiting the exogenous component of rising import competition by China, we find that trade exposed electoral districts simultaneously 

exhibit growing ideological polarization in some domains, meaning expanding support for both strong-left and strong-right views, and 

pure rightward shifts in others. Specifically, trade-impacted commuting zones or districts saw an increasing market share for the Fox 

News channel (a rightward shift), stronger ideological polarization in campaign contributions (a polarized shift), and a relative rise in the 

likelihood of electing a Republican to Congress (a rightward shift). Trade-exposed counties with an initial majority White population 

became more likely to elect a GOP conservative, while trade-exposed counties with an initial majority-minority population became more 

likely to elect a liberal Democrat, where in both sets of counties, these gains came at the expense of moderate Democrats (a polarized 

shift). In presidential elections, counties with greater trade exposure shifted toward the Republican candidate (a rightward shift). These 

results broadly support an emerging political economy literature that connects adverse economic shocks to sharp ideological realignments 

that cleave along racial and ethnic lines and induce discrete shifts in political preferences and economic policy.
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Why People Are for and Against Globalisation

Autor, David, David Dorn, Gordon Hanson, and Kaveh Majlesi. 2020. "Importing Political Polarization? 
The Electoral Consequences of Rising Trade Exposure." American Economic Review, 110 (10): 3139-83.



‣ Mercantilism: An economic doctrine in which permanent economic growth can be achieved by 
the accumulation of financial wealth, usually in the form of gold/silver, by maintaining a trade 
surplus strategy (i.e., encouraging exports and discouraging imports). 

‣ Absolute advantage: When an entity (business or country) can produce a good/goods more 
efficiently using one unit of resources  

‣ Comparative advantage: When an entity (business or country) is less efficient in the production 
of all goods, but it is less inefficient in the production of one good.
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Trade
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Trade

 assume that both countries have 2000 labor hours available & both decided to allocate half of those resources to each product
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Foreign Exchange Rate

iPhone X iPhone Xs iPhone 11 Pro iPhone 12 Pro iPhone 13 Pro iPhone 14 Pro

US pre-tax price $999 $999 $999 $999 $999 $999

US price with tax (NY, 
8.875%) $1088 $1088 $1088 $1088 $1088 $1088

UK actual price in £

(20% VAT) £999 £999 £1049 £999 £949 £1099

UK pre-tax price in £ £832.5 £832.5 £874.2 £832.5 £790.8 £915.83

UK pre-tax price in $ $1115 $1082 $1075 $1065 $1083 $1025.7

Exchange rate at 
launch 1:1.34 1:1.30 1:1.23 1:1.28 1:1.37 1:1.12
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