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Two Centuries of Globalization and “Deglobalization”

Source: PIIE



April 02 – Liberation Day
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US Tariff Rates (Updated Apr, 2026)

4

May: US-China 

tariff truce

August: 

Reciprocal tariffs 

reinstated

Feb: IEEPA 

Supreme Court 

Ruling

July: Section 122 

Surcharge expiry date 

(expected)

Source: Yale Budget Lab



Reglobalization

• Question: Has China’s role in global trade weakened after recent 

geopolitical and supply-chain shocks, or have the trade links been 

reorganized under geopolitical pressure?
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Geopolitical Shocks

US-China Tariffs, sanctions,
industrial policies

Policy and Firm
Responses

Supplier diversification, 
China +1, regionalization, 

friend-shoring

Observed
Export

Outcomes

Re-export and
Reallocation

Key channels of reglobalization:

• Diversification: trade spreading across more partners.

• Relayering / Re-export: China-linked trade reaching final markets through third 

countries.

• Selective reconfiguration: trade changes direction, composition, and form

• The central problem with the deglobalization narrative is that it treats 

reduced direct trade exposure from the world’s two largest economies, 

China and the US, as equivalent to a collapse of global integration.



China’s Export Network Did Not Collapse
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Source: Author’s calculations using BACI Bilateral Trade data

A broader destination network is observe and China’s global trade role 

has not collapsed: its export network has become more diversified across 

destinations while total export volume continues to increase



Destination Concentration Fell
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Source: Author’s calculations using BACI Bilateral Trade data

The U.S. case is real and important, but it is not representative of China’s 

entire external trade position China did not merely lose access to one of its

major market; it redistributed export exposure across a wider global network



China’s Import Presence Deepened Outside the U.S.

Destinations with the largest increase in import dependence on China, 2016–2024 
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Source: Author’s calculations using BACI Bilateral Trade data and International Trade Center

China’s declining role in the U.S. market was partly offset by rising import 

dependence on China in other major destinations, including emerging

distribution hubs.



Great Trade Reallocation

9Source: Tang (2024)

Source: Author’s calculation using 

International Trade Center’s export data



Great Re-export
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Source: Author’s calculation using BACI’s bilateral data

Beneficiary Economies from U.S.-China Trade Reallocation, 2016–2024



What Explains the New Geography of Trade?

• Regression Evidence: Three Tests of Trade Reconfiguration
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Regression 

block

Unit of 

observation

Dependent 

variable
Main question

China market-

share reallocation

Destination × HS6

product level

Change in log 

China market 

share

What economic

fundamentals

determines China’s

reallocation

China geopolitical 

determinants

Destination × HS6

product level

Change in log 

China market 

share

Is China’s reallocation

geopolitically 

structured?

U.S. geopolitical

determinants

Exporter × HS6

product level

Change in log 

U.S. import 

share

Is U.S’s reallocation

geopolitically

structured?

• The regressions test whether post-2016 trade reallocation is shaped by 

both economic substitutability and geopolitical alignment.

• Year 2016 is taken as a pre-trade-war benchmark before the first Trump 

administration.



Data Sources and Variable Construction
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Variable group Data source

Trade outcomes (HHI, Market
share)

BACI HS07 bilateral trade data, 2007–2024

Distance CEPII GeoDist

Trade costs / Tariffs ESCAP–World Bank Trade Costs Dataset

Tariffs ESCAP–World Bank Trade Costs Dataset

Financial openness Chinn-Ito KAOPEN Dataset

Economic development World Bank World Development Indicators, WDI

Trade agreements Design of Trade Agreements / FTA Database

BRI status WTO BRI Membership Dataset

Geopolitical alignment UN General Assembly Voting Data

Sanctions Global Sanctions Data Base

Arms transfers SIPRI Arms Transfers Database

Upstreamness
Antràs–Chor / input-output upstreamness, Authors’ calculation
mapped to HS products

R&D intensity
OECD ANBERD R&D expenditure, Authors’ calculations with
proxy to trade value, mapped to HS products

Product concordance HS–ISIC concordance from WITS



China Market-Share Reallocation
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China’s reallocation was selective: retreat was stronger where substitution was 

feasible, but China remained resilient where supplier alternatives were limited.



Mechanism Split: Upstreamness vs. R&D Intensity

14

China’s market-share resilience remains strongest where supplier alternatives 

are limited, while post-2020 reallocation pressure becomes concentrated in 

R&D-intensive products with high initial dependence on China.



Geopolitical Determinants of China’s

Export Reallocation: HHI

15China’s reallocation favor politically more compatible destinations.

Binary Variable,

higher values 

mean relatively 

closer alignment 

with China than 

with the U.S



Geopolitical Determinants of China’s

Export Reallocation: Upstreamness vs. R&D Intensity
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politically closer destinations still remain more favorable to China’s market-

share resilience



U.S. Import Mechanism
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The U.S.’s import-market reallocation is driven mainly by supplier concentration 

rather than upstreamness or R&D intensity, with exporters gaining more 

resilience in concentrated product markets where substitution is harder.



Geopolitical Determinants of U.S.’

Import Reallocation: Upstreamness vs. R&D intensity
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U.S. sourcing shifted away from China directly, but the new suppliers 

are not necessarily outside China-linked trade networks.

Increased reliance on third countries that remain economically connected 

to China (re-export);



From Decoupling to Relayering:

China’s Role Persists Through Third Countries

19

In several products where China lost most U.S. import share, third-country 

partners gained U.S. share while simultaneously increasing their imports from 

China → direct substitution away from China reflect supply-chain relayering



Conclusion
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Evidence Main finding Interpretation

Descriptive 

patterns

• China’s U.S. import share declined

• China’s export network became more 

diversified and gained increased import 

dependence.

Direct U.S. - China decoupling 

does not imply a backlash against

globalization.

Regression 

results

Reallocation are shaped by 

• initial exposure, 

• supplier concentration,

• product R&D intensity and upstreamness,

together with geopolitical alignment.

Reallocation is selective: 

substitution is easier where 

alternatives exist and politically 

conditioned where strategic ties 

matter.

Bridge 

evidence

• Under US China decoupling, partner

economies gained U.S. share while 

increasing imports from China.

U.S. diversification often relayers 

China exposure through third-

country supply chains.

The post-2016 trade adjustment is not a broad retreat from globalization. It 

is a selective reorganization of trade links across markets, products, and 

political relationships.


