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China Shock 2.0 (Autor, Setser, Pettis etc.)
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• The China Shock 1.0 occurred 
between the mid-1990s and 
the Global Financial Crisis 
(Autor, Dorn and Hanson)

China Shock 2.0 Exaggerated

Presentation title 3|



• The China Shock 1.0 occurred 
between the mid-1990s and 
the Global Financial Crisis 
(Autor, Dorn and Hanson)

• Combination of technological 
progress and China Shock 1.0 
led to decline in manufacturing 
employment

• Specialization has changed

China Shock 2.0 Exaggerated
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• Implication: now impact for 
rich countries is mostly from 
Chinese high skilled exports

• Magnitude and pace of China 
Shock 2.0 significantly smaller 
than China Shock 1.0

• China Shock 2.0 no 
longer macro-economic but 
sectoral/technological/security

China Shock 2.0 Exaggerated
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• High and rising imports of low-
skilled products from China

• Magnitude and pace of China 
shock much greater than for 
rich countries

The New China Shock is on Low and Middle 
Income Countries (LMICs)
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• China’s export market share in 
low-skilled goods peaked in 
2015, declined some but is still 
high at 53 percent

• How high is it and how much 
employment is it crowding out 
in LMICs?

How Big is the Shock to LMICs?
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• How much employment is it 
crowding out in LMICs?

• Benchmark: global export 
market share versus global 
working age population share

• Since 2005, global exports 
share greater than global 
working age population share 
and has been rising

• Today “excess” share is 28pp 
which is at least 10 million 
direct jobs 

• 7-9 workers per million 
dollar of export 

How Big is the Shock to LMICs?
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• High and rising “excess” 
China share despite rising 
wage differentials with LMICs

• Chinese wages now about 
US$10,000 in low-skill 
manufacturing, 3-5 times 
those in LMICs

• Technology or distortions?

How “Unfair” is the Shock to LMICs?
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• LMICs’ exports of low-
skilled goods have 
declined since the pre-
Global Financial Crisis 
peak

How Open is China’s Market to LMICs?
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• Hegemons provide key public 
goods:

• Emergency financing
• Resources for development 

and 
• Open markets

China as Better Hegemon than US? 
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• US was such a public good provider 
but no longer (Posen, 2025)

• China 
• Has renounced S&D status
• Has offered duty-free access 

to poorest countries
• BUT its mercantilism toward poor 

countries must be reversed

The Public Good of Open Markets
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• Rising imports could be 
cheap intermediate inputs 
helping final good exports

• Rising imports could be US 
tariff circumvention

Is Some of the Shock “Good”? 
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• High and rising imports of low-skilled 
products from China

The New China Shock is on Low and Middle 
Income Countries (LMICs)
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• How much employment is it 
crowding out in LMICs?

• Benchmark: global value-added 
share versus global working 
age population share

• Since 2005, global value-added 
share greater than global 
working age population share 
and has been rising

• Today “excess” share is ~20-25 
percentage points which is xxx 
million workers

How Big is the Shock to LMICs?
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