














What about the Rise of Donald J. Trump?
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Effect of Dialing Back the China Trade Shock on 
Trump’s Vote Share in Swing States in 2016

Wall Street Journal, 11/22/2016
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Learning from Labor-Market Adjustment to Seismic 
Changes in International Trade

Evidence from the China Shock

1. Do workers quickly find reemployment? 

2. Do new businesses pick up the slack?

3. Are new jobs about as good as old ones?

Beyond employment

4. How trade shock have affected U.S. politics

5. Manufacturing as a hub of innovation

Looking ahead



Sharp Fall in Successful Patent Applications by Import-
Competing U.S. Firms After 2001 
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What have we learned?

1. Labor market adjustment is slow and costly

2. Manufacturing employment is ‘different’ and important

3. Trade shock has affected U.S. politics

• Contributed to polarization of House of Representatives 2000 – 2010

• Contributed to Donald J. Trump electoral victory in 2016

4. More than just ‘about jobs’ – impacts innovative capacity over longer term

Learning from Labor-Market Adjustment to Seismic 
Changes in International Trade
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1. China’s rise has been fabulous for global welfare

2. For U.S., a challenge—but there’s no going back
– In part, China Shock just accelerated the inevitable

– Not likely to recur —China has developed

3. Shock has laid bare our labor market challenges
– Declining labor force participation and earnings of non-college adults

– Lost appetite for globalization

4. We were too sanguine about ‘free trade = free lunch’ story
– And woefully unprepared accordingly

5. Will the next big shock emanate from Silicon Valley not China?
– And can we be bettered prepare next time…?

Prospects and Policies
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Thank you


