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Outline

• Inequality
• China effect
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Inequality
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Inequality
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Haskel, Lawrence, Leamer, Slaughter (2012)
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Meta Analysis (Huang et al. (2022))

“[studies] based on high-income countries tend to find that 
trade has significantly reduced inequality while those based 
on low-income countries tend to find that trade has 
significantly increased inequality. These findings contradict 
the HO model, which predicts that trade reduces inequality 
in developing countries but increases inequality in 
developed countries. They are also inconsistent with the 
predictions of models that predict an inequalityincreasing
effect of trade for countries in all income levels.”
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https://www.sciencedirect.com/science/article/pii/S026499932100314X

Huang, Kaixing, et al. "Can trade explain the rising trends in income inequality? 
Insights from 40 years of empirical studies." Economic Modelling 107 (2022): 
105725.



China Shock
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Navarro Key Points

• China’s combination of its unrivaled size 
and its willingness to ignore countless 
norms and rules of the international 
economy make it a dire threat to workers 
in the US.

• China “cheats” its way to the top. He 
slams its government for subsidizing its 
exports in violation of WTO rules, 

Excerpted from Aleem, Vox.com, (2017) 
https://www.vox.com/world/2017/4/6/14697762/china-trump-trade-navarro 9



Navarro Key Points
• The government mandates that American 

companies hand over key intellectual 
property to enter the Chinese market, 

• China has exceptionally poor consumer 
safety standards, environmental regulations, 
and labor protections,

• The gov’t has suppressed the value of its 
currency making Chinese exports cheaper & 
making American imports to China more 
expensive.
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Excerpted from Aleem, Vox.com, (2017) 

https://www.vox.com/world/2017/4/6/14697762/china-trump-trade-navarro



Less Hyperbolic Assessments: 
Economic Policy Institute, Scott & Mokhiber, 
(2020)

• The growth of the U.S. trade deficit with 
China between 2001 and 2018 was 
responsible for the loss of 3.7 million U.S. 
jobs, including 1.7 million jobs lost since 2008 
(the first full year of the Great Recession, which 
technically began at the end of 2007). Three-
fourths (75.4%) of the jobs lost between 2001 
and 2018 were in manufacturing (2.8 million 
manufacturing jobs lost due to the growth in the 
trade deficit with China).
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https://www.epi.org/publication/growing-china-trade-deficits-costs-us-jobs/



Less Hyperbolic Assessments: 
Economic Policy Institute

• Surging imports of steel, aluminum, and 
other capital-intensive products threaten 
hundreds of thousands of jobs in key 
industries such as primary metals, machinery, 
and fabricated metal products as well. These 
three sectors, alone, have already lost 372,700 
jobs due to growing trade deficits with China 
between 2001 and 2018.
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https://www.epi.org/publication/growing-china-trade-deficits-costs-us-jobs/



Less Hyperbolic Assessments: 
Economic Policy Institute

• Global trade in advanced technology 
products—often discussed as a source of 
comparative advantage for the United 
States—is instead dominated by 
China. This broad category of high-end 
technology products includes the more 
advanced elements of the computer and 
electronic parts industry as well as other 
sectors such as biotechnology, life sciences, 
aerospace, and nuclear technology.
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https://www.epi.org/publication/growing-china-trade-deficits-costs-us-jobs/



Less Hyperbolic Assessments: 
Economic Policy Institute
Growing trade deficits are also associated with wage losses not 
just for manufacturing workers but for all workers 
economywide who don’t have a college degree.
• Between 2001 and 2011 alone, growing trade deficits with 

China reduced the incomes of directly impacted workers 
by $37 billion per year, and in 2011 alone, growing 
competition with imports from China and other low wage-
countries reduced the wages of all U.S. non–college graduates 
by a total of $180 billion.
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https://www.epi.org/publication/growing-china-trade-deficits-costs-us-jobs/



Beware the Methodology

• Step 1. U.S.–China trade data are obtained from the U.S. 
International Trade Commission DataWeb (USITC 2019)

• Step 2. To conform to the BLS Employment Requirements 
tables (BLS-EP 2019a), trade data must be converted into the 
BLS industry classifications system. The trade data, which are 
in current dollars, are deflated into real 2012 dollars using 
published price deflators from the BLS-EP (2019b).

• Step 3. Real domestic employment requirements tables are 
downloaded from the BLS-EP (2019a). These matrices are 
input-output industry-by-industry tables that show the 
employment requirements for $1 million in outputs in 2012 
dollars. So, for industry i the aij entry is the employment 
indirectly supported in industry i by final sales in 
industry j and, where i=j, the employment directly supported.
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https://www.epi.org/publication/growing-china-trade-deficits-costs-us-jobs/



Beware the Methodology

• This means EPI analysts assume no 
deficit change over the relevant period, 
exogenously

• Assume nothing else in the economy 
changes

• Then assume domestic production done 
by US workers, using input-output tables
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Autor, Dorn and Hanson (2013) [ADH]

• Examine “commuting zones”
• Relate employment to import competition 

arising from China
• Find “China Syndrome” effect on wages, 

employment
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China: ADH
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China: ADH
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China: ADH
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China: ADH
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Wang, Wei, Yu, Zhu (2018) [WWYZ]
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Three Channels of Impact

• Direct (covered in ADH)
• Upstream
• Downstream
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The Direct Competition Channel 

The exposure to direct competition for Sector j is defined as the 
annualized change (in percentage point) in imports7 from China 
of Sector j’s products as a share of the sector’s total absorption in 
year 2000.
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Two Additional Channels

• The Downstream Channel 
The downstream exposure for a commuting zone 
describes how it benefits from being able to use 
imported intermediate goods. 
• The Upstream Channel 
The upstream exposure captures how a 
commuting zone may be affected indirectly when 
their firms are at an upstream to those US firms 
that compete with Chinese imports directly. 
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WWYZ (2018)
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WWYZ (2018)
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Summary

• Consensus is still negative net impact, at 
least on manufacturing

• But overall (mfg + nonmfg) employment 
need not suffer when taking into account
downstream effects as well as upstream

• Note only taking into account labor market 
here, not net welfare
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