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Introduction

◦ A historical merit: documenting and emphasizing the distributional
consequences of globalization.

◦ Arguably the most debated studies in economics in the recent past.

◦ Many critiques, often “ideological”.

◦ Genuine supporters of free trade should recognize its shortcomings.

◦ Globalization politically sustainable only if more inclusive.
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Introduction

◦ How to explain polarization and populist vote?

◦ Correlation with economic distress and increasing inequality.

◦ Need a deeper analysis, to identify the root economic causes of the
malaise.

◦ Important for two reasons:

1. understanding the structural drivers of what we are observing;

2. designing well informed policy actions.

◦ Focus on globalization as a key structural factor.

◦ Role of the China shock.
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The China shock in Europe

Source: “Globalization and skills in the Italian labor market”, IGIER-JPMorgan Policy Brief.
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The China shock in Italy

Source: Colantone and Stanig (2018).



The 2018 Italian elections

Source: Anelli, Colantone, Pulejo and Stanig (2018).



Interpretation

◦ Globalization imposes higher adjustment costs in some areas.

◦ Regions hit harder fall behind.

◦ People respond by voting more for nationalist and radical-right parties.

◦ Three non-mutually exclusive mechanisms:

1. Vote against the incumbent: political elites and business
establishment, even as “blind retrospection”;

2. Vote against international integration, to take-back-control;

3. Vote against immigration, linked to China shock due to:

� scarcity of job opportunities;
� congestion on welfare services;
� scapegoating.
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Policy responses

◦ Discontent behind voting is well motivated and needs to be addressed.

◦ Economic nationalism not the right answer.

◦ Make globalization politically sustainable by making it more
inclusive.

◦ Compensation of losers important but not simple. Broad concept:

� Trade-related adjustment measures;
� Re-thinking the economic model of entire regions.

◦ Modernize the welfare system: flexicurity; education; active labour
market policies.

◦ Key: international coordination of tax policy.
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