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Introduction


Nations are turning inwards. Barriers to international trade have been rising for years – and more are cropping up almost every day. The president of the United States has promised ‘protection’ for American workers through taxes on imports known as tariffs. He wants a clampdown on immigration and the mass ‘repatriation’ of Mexicans and ‘criminal aliens’.1 He has confidently predicted this will all lead to domestic ‘employment and prosperity’.2 ‘There never has been a time in the history of the United States when tariff protection was more essential to the welfare of the American people than at present,’ the president declares.3 


Dozens of nations have petitioned Washington to change course and not to put up taxes on imports from their countries. More than 1,000 eminent American economists have written to the president, imploring him to think again.4 But the opinions of the rest of the world have been ignored; the experts have been sidelined. He has imposed tariffs anyway.


And now a second wave of import taxes is crashing onto the traumatised shores of the global economy. Countries are lurching further into protectionism. The French government makes it clear to the US ambassador in Paris that they are prepared to wage ‘economic war’ against Washington if they have to.5 The British prime minister is in ‘despair’ at the absence of cooperation from the White House.6 But the man in the Oval Office is unmoved and describes European leaders as a ‘bunch of bastards’.7


New tariffs are being imposed almost everywhere – from Canada, to Britain, to Germany, to France, to Japan, to Mexico, to Switzerland, to Italy, to Spain, to India, to China, to Australia, to Argentina, to Brazil, to South Africa and New Zealand. ‘There has been a veritable panic, which has piled new tariffs on old. There has never before been such a wholesale and widespread retreat from international economic co-operation,’ laments the world’s central multilateral organisation.8


There are rampant fears of surplus manufacturing goods being dumped on other countries at prices below the cost of production, suffocating local firms with unfair competition. Corporations are lobbying for further protection. Cross-border investment is dwindling too. Some nations are trading more within new discrete geopolitical blocs, though more in anticipation of a potential future conflict rather than any great spirit of solidarity. A delegation of economic experts warns that ‘a world-wide adoption of ideals of national self-sufficiency’ seems to be in train, something that will surely crush everyone’s living standards.9


International summits to negotiate an end to the trade wars have failed. There is a vacuum of global leadership, as America eschews its natural role. Fear and insecurity are rife. It feels like it’s every nation for itself. There is confusion and demoralisation. A leading British intellectual changes his mind and suggests tariffs and national economic isolation might actually be more conducive to peace than globalisation.10 The far right in Europe is pleased to see attempts at international coordination flounder, sensing an opportunity to seize power amid the crumbling of multilateralism. Democracy is perceived to be under threat. Authoritarian regimes in Asia are flexing their muscles. 


The year? 1933. We have been here before.


The echoes of the 1930s in our own era are not, of course, exact. We are not dealing with mass unemployment, or monetary breakdown, or the collapse of banks, as the populations and governments in Europe and America were in the interwar period. We are not in the midst of a Great Depression, with slumping prices. Indeed, the great complaint today is that prices – and the overall cost of living – are too high. The rising authoritarian power in the East is not Japan but China. And one of the most pressing global challenges today but unknown in 1930 is the risk of runaway global warming. But the resonances are nevertheless unmistakable. 


The vast new curtain of protective tariffs drawn around America by the US Congress in June 1930 – named after the senator Reed Smoot from Utah and congressman Willis Hawley from Oregon – provoked opposition from just about every professional economist in America, just as Donald Trump’s 2024 campaign pledge to put tariffs of 20 per cent on every import into America did. ‘We are convinced that increased protective duties would be a mistake. They would operate, in general, to increase the prices which domestic consumers would have to pay,’ intoned a letter signed by more than 1,000 US economists in May 1930. Eighty-eight years later, 1,000 economists sent a similar letter to Donald Trump. And, in that, they literally reprinted the arguments from 1930 to underline that the economic case against tariffs had not changed in the intervening period.11 


Smoot-Hawley was signed into law by the Republican president Herbert Hoover despite the pleas of America’s trading partners in Europe. And most of those countries hiked their own tariffs in response – not necessarily because they thought it would bring them much benefit, but because they felt they simply had no choice if they wanted to prevent their own producers being swamped by a flood of goods newly excluded from other countries and to retain any international negotiating leverage in a protectionist world. It was this dynamic that prompted the British economist Joan Robinson to coin the phrase ‘beggar-thy-neighbour’ in the context of international trade, drawing an analogy with the card game in which the way to win is by imposing losses on the other player.


The British finance minister, Neville Chamberlain, articulated this zero-sum logic in a speech to Parliament in June 1933.


Most of us, I am sure, regret the economic warfare which has arisen between us and other countries. Still we must maintain that warfare so long as it is the other countries who have taken the aggressive [action] and are unwilling to make any sort of reparation or restitution for the wrongs they have done to us. We have tried the experiment of leaving ourselves completely open to the importation of foreign goods while others built up walls against us. The result very nearly landed us in disaster.12 


This is the same cage in which leaders find themselves in 2025. Turning the other cheek in a tariff war, while it might theoretically be economically wise, is easier said than done for elected politicians faced with aggrieved domestic industrial lobbying groups and furious workers who fear losing their jobs.


A World Economic Conference, held in the Geological Museum in London in 1933, was a belated attempt to cooperate and coordinate, to reach an agreement to stabilise currencies and establish a truce in the escalating tariff conflict. But the conference failed because national governments were too distrustful of one another, too consumed by narrow perceived self-interest and, most of all, because of the failure of the Democratic president Franklin Roosevelt, who had succeeded Hoover in 1933, to accept the responsibility of international leadership. Roosevelt, preoccupied with the economic slump at home, failed to use America’s dominant financial and geopolitical position to grip the international economic crisis in the way that was needed.


As the economic historian Charles Kindleberger summed it up: ‘When every country turned to protect its national private interest, the world public interest went down the drain, and with it the private interests of all.’13 Economic nationalism and populism were in the ascendancy, both fuelling the retreat from international trade and feeding on its effects. This was, then, the original era of exile economics.


Exile economics is a programme that holds that many of the modern connections between nations, mainly in trade but also in investment and certainly in the migration of people, ought to be reduced, if not severed. It’s an inclination to isolationism, a rejection of multilateralism, a downgrading of cooperation, a striving for greater national self-sufficiency. Its cheerleaders argue that this new order, or rather the dismantling of the old one, will be economically beneficial. ‘Protection will lead to great prosperity and strength,’ as Donald Trump enthused in his first inaugural address as president in January 2017. 


Others argue that a retreat from global integration, while accepting that it will be economically costly, is simply inevitable – a movement with clear popular appeal whose time has come and can only be managed, not resisted. Like the captain of a raft about to be sucked down into some horrendous whitewater rapids, the limit of the ambition of these pilots is to guide the vessel safely through the trial and prevent it from being smashed to pieces on the rocks. 


Yet there are profound dangers lurking in this strategy of managed retreat from globalisation. Modern supply and value chains are often just too big and complex for a single person to grasp. But it is worth trying to get a sense how complicated they are, if only to understand how difficult it will be to unpick them without inflicting grave economic damage. In the pages of this book we will delve into some of the key supply chains of the deeply integrated globalised economy to look at what we risk by breaking them.


We will explore the importance of soybeans – first cultivated in Asia, now predominantly grown in the Americas – and how they have become the most globalised of agricultural products, vital to the livelihoods of both American farmers and the modern Chinese diet, playing havoc with Beijing’s aspirations to food self-sufficiency. We will trace how critical minerals, spread unevenly across the territories of the world, are transformed into clean technologies, from batteries to solar panels and wind turbines. Nations want to industrialise and also control their own supplies of these minerals, but geography means that that is an impossible aspiration for most. 


We will examine how silicon chips are made, how their production processes span continents, drawing in materials from around the globe, requiring the irreplaceable expertise of some of the most advanced industrial companies in history. Self-sufficiency in semiconductors is a non-starter for most states but the quest to achieve it threatens to be costly. We will analyse the importance of the trade in human capital and talent, also known as migration, in propelling economic success – and how uncontrolled nativism could sabotage the engine. We will follow the transformation of iron ore into steel, the most ubiquitous industrial material, now seen as the litmus test of national manufacturing strength and sovereignty. Many countries are vying to produce more steel, but a global surplus of production of the metal has become a toxic accelerant of geopolitical tensions. Finally, we will explore the intensely globalised supply chains of medicines and medical equipment and the lessons of the traumas of the coronavirus pandemic – and bust the myth that countries would have been better off alone in the face of that plague.


A central argument of the proponents of exile economics is that there exists a trade-off between profit and security when it comes to global trade, meaning that choosing one automatically means less of the other. In the age of globalisation, it is claimed, governments have leaned too far in the direction of profit, thereby neglecting security. Yet that claimed idea of a trade-off between money and security is largely a false one. As we will discover, the evidence suggests globalisation of trade made the world more resilient to the shocks of the pandemic and the energy crisis, rather than less. We will explore how, in the twenty-first-century economy, a heavy reliance on domestic production can serve to create greater insecurity, not reduce it, as Ukraine found when it was invaded in 2022 and proved unable to harvest its copious grain. 


Arguably a better way for governments to deal with risks to national security that result from globalisation is: first, to invest in mapping supply chains, generating vital data on potential chokepoints, bottlenecks and vulnerabilities; second, to invest in stockpiling important materials and components, rather than attempting reshoring, or onshoring, or even friendshoring; and third, to commit to more cooperation and coordination among nations to pool strategic reserves for common use in times of crisis and to cultivate a greater diversity of trading partners, rather than going it alone. So, in this respect, more globalisation rather than less. 


This is an age of digital insecurity – with microchips in seemingly everything – making the threat of cyberattacks, hacking and state spying loom ever greater. But rather than brutally severing merchandise trade links, governments might do better to address specific vulnerabilities potentially arising from the digital connectivity of critical infrastructure, or from the unauthorised transfer of data across borders, at source through strict regulation of the technological hardware embedded in imports, assiduous monitoring and firewalls. Is it sensible to deal with the risk of infection by cutting off the limb? 


The election of Donald Trump in 2024 on a platform of massive protectionism and rampant economic nationalism is the most profound challenge to the post-1945 global economic order imaginable. The direct economic effects of a new fortress of American trade barriers would be deeply damaging for the US and the world. But the indirect effects – the likelihood of tariff retaliation by other states in Asia, Europe, Latin America and Africa – would greatly compound that damage. And the negative impact of the linchpin of the post-Second World War trade system disintegrating is hard to fathom. At the time of writing, in the immediate wake of Trump’s re-election, it is impossible to know for sure where his second presidency will lead and just how deep it will plunge into exile economics. But there is no reason to believe that he will not attempt to pick up where he left off in his first term and deliver what he promised on the 2024 campaign trail. And there is surely no reason to think that the prescient warning of that legion of experts to President Herbert Hoover in 1930 that ‘a tariff war does not furnish good soil for the growth of world peace’ is any less relevant in 2025.


In the wake of the Second World War the great St Lucian economist Sir Arthur Lewis looked back on the confusion and policy failure of the 1920s and 1930s and came to a stark conclusion: ‘Without international cooperation we are lost … Nations cannot prosper in isolation.’ He went on: ‘Each generation looks contemptuously on the failures of its predecessors; it is for ours to show that it can learn also from their mistakes.’14 It is a challenge for our generation too. The fundamental question that we all should be asking – and we all have a stake in the outcome – is: what really maximises the chances of us achieving long-term security and prosperity? Is it a groping for self-sufficiency or rather an embrace of interdependence? 










1


The Creed


A curtain of mist slowly descended, caressing the jade-green bushes of the hills. Thin horizontal pathways inlaid the verdant slopes like the contour lines of an enchanted map. Dew glistened on the tea leaves and a yellow-eared bulbul trilled out its call. There’s something ineffably beautiful about a Sri Lankan tea plantation at dawn, in the pause between waking and the beginning of the day’s picking. I was staying in Nuwara Eliya, the highest town on this teardrop-shaped island in the Indian Ocean. But I was not there to admire the view, but to hear testimony of pain and hunger.


Amurthavalli, a forty-four-year-old ethnic Tamil wearing a striped woollen cardigan, was soon moving along one of the paths, squeezing her slight frame between the waist-high tea bushes. As she went, she plucked ripe leaves from the tops of the plants with a practised motion, depositing the tips over her shoulder into a large plastic sack carried on her back and attached by a band to her head. ‘Rice, sugar and everything else is expensive,’ she sighed. ‘Even bus fares are expensive. Everything is a problem now. I can’t say we have enough food. I am afraid for my child’s future.’


A younger Tamil picker in the team at Hayleys Plantations, working a short distance down the line, voiced the same anguish. ‘The cost of living is high and my children’s education is suffering,’ said Sakunthala Devi, her eyes widening beneath a white horizontal stripe of sacred ash on her forehead. ‘Books are expensive and pencils that used to cost 10 rupees now cost 60. An eraser is 50 rupees. This is making life hard. It’s difficult to manage and it’s difficult for my kids to study.’


At the time of my visit, in January 2023, more than 6 million people – around a third of Sri Lanka’s population – were estimated to be food insecure by the United Nations. And around 19,000 tea plantation workers, including Amurthavalli and Sakunthala, were deemed to be in the most severe trouble.1 Sri Lanka was at the heart of a cost-of-living emergency of global dimensions. The country’s government had recently defaulted on its international loans. The state was bankrupt and unable to pay for fuel imports, locking up the island’s economy. As we travelled around we passed kilometre after kilometre of lines of cars, scooters and tuk-tuks, queuing up just in case the island’s petrol stations received a delivery. I was sent by the BBC to report what it was like on the ground – to show what it was like to exist under such conditions.


There were multiple reasons for Sri Lanka’s plight, ranging from corrupt local politicians and the impact of the Russian invasion of Ukraine on global energy prices to the intransigence of the Chinese state over restructuring its official loans to the country. But the struggles of the tea pickers I spoke to in Nuwara Eliya had a more specific cause.2 In April 2021 the government of Gotabaya Rajapaksa had imposed a ban on all chemical fertiliser imports into the country – fertilisers that were used by the country’s tea plantations. The consequences for Sri Lankan farmers and the tea industry in particular were calamitous. The ban was soon reversed after loud rural complaints but even a brief hiatus in supplies at a key moment in the farming calendar was enough to guarantee highly destructive effects.


Without the fertiliser, the country’s tea production yields collapsed by around a sixth over the following year, cratering the revenues of the plantations and pushing some to the brink of insolvency.3 ‘It’s a tragedy because last year was a good year for tea prices,’ Roshan Rajadurai, the managing director of Haleys Plantations, explained. ‘Had we had that crop, it was ours for the taking and we lost it.’ 


But the biggest loss was borne not by the plantation’s owners, but by tea pickers like Amurthavalli and Sakunthala, who earned a day rate of around 1,000 rupees, a little less than US$3. Because of the chaos in Sri Lanka’s agriculture unleashed by the country’s political leaders, they were not only losing food from their tables and education for their children – they felt they were losing hope itself.


Self-Sufficiency


Over the past decade and in most countries around the world, including the United States, China, India, Russia, the UK, Germany, France and many more, there has been a surge of potent political forces: economic nationalism, isolationism, protectionism, nativism. The word ‘self’ has been propelled into our political language, in the form of calls for greater national ‘self-sufficiency’ and economic and technological ‘self-reliance’. An awareness of national boundaries and borders has grown in intensity, with an avalanche of new subsidies aimed at incentivising the ‘onshoring’, ‘reshoring’, ‘nearshoring’ and ‘friendshoring’ of the production of goods and materials. State pressure and financial incentives have also been brought to bear on firms to buy from local producers, rather than from overseas. At the same time, governments have been more prepared to introduce unilateral bans on certain exports – surgical masks in the pandemic, wheat in the energy crisis, microchips in the new Cold War between the US and China – than at any time in the past half-century.


After the Second World War there was a trend for trade barriers between nations to be removed, driven by government policies and facilitated by technological innovations such as the container ship of the 1950s. That tendency accelerated from the late 1970s with the emergence of China into global trading networks, and sped up even more after the fall of the Soviet Union in 1991, which enabled a host of new nations in Eastern Europe and Central Asia to integrate. And then we had the internet and virtually costless digital communications, which gave another boost to our ability to connect across the planet.


Yet in recent years we seem to have been living through a reversal of the great global liberalising and integrating trend. Global trade growth has slowed down dramatically as a result, coming close to stalling. In the decade to 2009, the average growth in goods and service trade volumes every year was 5.1 per cent. In the decade to 2019 that decelerated to 4.5 per cent. In 2023 it collapsed to just 0.1 per cent, and only a partial recovery to 2.5 per cent was forecast by the World Bank for 2024. Indeed, the World Bank projects that the five years to 2024 will register the weakest half-decade of global trade growth since the 1990s.4 And this was all before the election of Donald Trump in the most recent US presidential election. Trump has described ‘tariff’ as the most beautiful word in the dictionary and campaigned in 2024 on a promise to implement the most protectionist trade measures seen from America since the Second World War.5


How to define all of this? ‘Deglobalisation’ is a common label. Yet that makes the suite of policies sound like a reaction to what came before – the effort to progressively liberalise the movement of goods, services, technology, money, ideas and people between nations. But the movement that we are seeing rise today purports to build something fairer, something more secure, something better, rather than just dismantle its predecessor. It’s not, for most, a manifesto for pure autarky – zero trade. But it is a programme that generally holds that the links between nations – in trade, commerce, investment and the migration of people – ought to be less extensive and that a reduction will be beneficial. It’s argued that this inward turn is not just practical, but morally right too. ‘Globalists’ and ‘citizens of nowhere’ are presented as enemies of the people. Let’s call this movement ‘exile economics’.


The Sri Lankan government’s prohibition of fertiliser imports in April 2021 was an example of exile economics – not just in terms of its effects, but in how it was justified. The stated rationale for the ban was to protect the environment and promote a nationwide transition to organic farming. ‘Lives are more valuable to me than a high yield,’ President Gotabaya Rajapaksa asserted, citing the polluting impact of fertilisers on Sri Lanka’s lakes and groundwater.6


The main reason, however, was probably that the Rajapaksa administration, which was desperately mismanaging the economy, wanted to conserve the nation’s scarce supplies of foreign currency. What’s striking is that the ban was sustained initially by an argument that severing imports in a specific product would ultimately make the country’s economy stronger, not weaker, and an apparent conviction that whatever disruption ensued would be tolerable for the sake of a higher strategic goal. What I saw in Nuwara Eliya on the faces of Amurthavalli and Sakunthala, though, told a different story.


The Hound That Didn’t Sound


When the Wall Street bank Lehman Brothers filed for bankruptcy in September 2008, unleashing chaos in global financial markets and threatening a general economic breakdown, it briefly felt like everything was up for grabs. The globalised financial system – along with three decades of free-market dogma – had manifestly failed and governments were being forced to bail out multinational banks (and their bonus-rich employees), loading taxpayers across the world with massive financial liabilities in the process. Meanwhile, world trade volumes were collapsing, economic activity was sinking just as fast, ordinary businesses were failing and unemployment was soaring.


It was in this febrile atmosphere of economic emergency, when unorthodox policy levers were being pulled (including large-scale money printing by central banks), that suggestions arose that perhaps it was time to impose restrictions on imports, or to insert ‘buy local’ clauses into economic stimulus policies, to help local firms weather the storm.


I was working for the Independent newspaper at the time and vividly remember the day the subject was brought up for consideration in a morning meeting at our offices in a rather barren extremity of London’s Docklands. It was a notion that I felt duty bound – as someone who had studied the economic history of the 1930s at university – to caution against. I pointed out that the last time such protectionist measures had been widely implemented, in the wake of the 1929 Wall Street Crash, the results for humanity had been terrible, balkanising the world economy, prolonging the Great Depression and fuelling global animosities between states that eventually culminated in the Second World War.7 To turn to protectionism at such a point would be to repeat the mistakes of history.
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The Independent did not, in the end, advocate restricting trade. I’ve got little doubt, though, that the result would have been the same had I not been in the meeting room that day. There was no real appetite for it among my colleagues. Protectionism was still well beyond the intellectual pale in the offices of that publication and elsewhere.


As I was making my editorial representations, preparations were being made down the road at the sprawling ExCeL conference venue, situated in a renovated East London dock, for the UK government to host a meeting of the leaders of the recently established G20 group of nations, the most populous and powerful collective in the world. Gordon Brown, the UK’s prime minister, who was setting the agenda for the G20 meeting, was determined to vanquish any hint of economic nationalism. He was successful. 


The summit’s communiqué on 2 April 2009 resoundingly stated: ‘We will not repeat the historic mistakes of protectionism of previous eras … [and will] refrain from raising new barriers to investment or to trade in goods and services.’ Protectionism was, in a sense, the hound that didn’t sound in the global financial crisis. But this turned out to be a stay of execution, not a reprieve.


Fast-forward nine years to Buenos Aires in December 2018. The host of the G20 meeting is now the Argentinian president Mauricio Macri. Donald Trump is the US president. Trump has earlier that year launched a barrage of trade tariffs not only against China but also, bafflingly, against America’s allies in Europe, Canada, Mexico, Turkey and South Korea, citing ‘national security’ concerns, and plunging the world into a trade war. He has also used America’s state power to effectively hamstring the World Trade Organization, the adjudicator on global trade disputes and one of the guardians of the post-Second World War order.


Only a last-minute watering-down of the proposed G20 communiqué’s wording on trade ensured that Trump would sign it at all on behalf of the US. ‘International trade and investment are important engines of growth … We recognize the contribution that the multilateral trading system has made to that end,’ the document limply conceded, before adding: ‘The system is currently falling short of its objectives and there is room for improvement.’8 Just nine years separated the London and Buenos Aires summits – but it felt like many decades. Everything had changed.


End of an Era


The reasons the united spirit of the London G20 communiqué on trade had evaporated by 2018 – and today, with the re-election of Donald Trump, seems to belong to another era entirely – are vigorously debated. Economic nationalists and populists on both the left and the right argue it’s because globalisation simply failed to deliver what its adherents claimed. They say that the system of liberalised cross-border trade profited multinational corporations and the wealthy but left most ordinary people in Western countries behind. The slowdown in the growth in living standards in many developed countries that followed the 2008 financial crisis confirmed, they say, that it could not deliver and had lost popular consent. The 2009 G20, under this reading, was a last hurrah for a system that was already economically and politically moribund.


This is echoed by some on the left who have long presented globalisation as something that was hijacked to further the interests of a narrow social and economic elite rather than the broad mass of the world’s population and as a force that has widened inequality.9 Layered over this is a growing popular conviction that globalisation has contributed to the deindustrialisation of the West, with factories shuttered in the US and Europe and production increasingly offshored to Asia and Latin America, where wages are lower and regulations less onerous. In 2004 China’s share of global manufacturing was less than a tenth. By 2021 this had risen to almost a third, while the shares of America and Europe had declined substantially. Was this not the bitter fruit of globalisation?


Authoritative economic empirical analysis in 2014 suggested a major and lasting ‘China shock’ had been imparted to the employment and prosperity of some manufacturing communities in the US industrial heartlands as a result of China’s entry into the global trading system, costing up to 2.4 million jobs in the decade after its admission to the World Trade Organization in 2001.10


To the economic nationalist this is not only a disaster for the communities that used to work in these industries, such as steel production, but a source of deep national weakness. Donald Trump’s first inaugural speech on the steps of the west front of the US Capitol building in Washington on 20 January 2017 encapsulated this sentiment. ‘We’ve made other countries rich while the wealth, strength, and confidence of our country has disappeared over the horizon,’ he declared. ‘One by one, the factories shuttered and left our shores, with not even a thought about the millions upon millions of American workers left behind. The wealth of our middle class has been ripped from their homes and then redistributed across the entire world.’11 The same anger and sense of betrayal at being left behind and forgotten can be heard in many of the faded industrial belts of Europe, from the North of England to the Nord-Pas-de-Calais and to the Ruhr. Strikingly, Gordon Brown, who had coordinated that international repudiation of protectionism as UK prime minister and G20 host in 2009, was, by 2016, lamenting the ‘hollowing out of our industrial towns as a result of the collapse of manufacturing in the face of Asian competition’.12


The global economic traumas inflicted by the 2020 pandemic and the 2022 Russian invasion of Ukraine have compounded this sense that the system has not only failed but needs to be torn down – that globalisation is not only failing to deliver what was promised, but has turned into a source of harm and vulnerability. In the summer of 2024, 59 per cent of the sample of Americans approached told pollsters that the US had lost more than it had gained from trade with other nations.13 Polling done in China also showed a marked decline of public support for international trade between 2019 and 2021.14 


The US figures, no doubt, have a lot to do with the degree of political polarisation in America – anti-trade sentiment was much stronger among Republicans than Democrats. Yet a poll in 2021 suggested the souring of public opinion on trade has been a global phenomenon, not one confined to the postwar hegemonic power of the US and the rising power of China.15 The average proportion of people across twenty-five countries who agreed with the statement that ‘overall globalisation is a good thing for my country’ was 48 per cent, down from 58 per cent in 2019. There were steep declines in agreement in countries including Mexico, South Korea, Australia, the UK and Germany.
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And across the same group of countries, the share of people who agreed in 2021 with the proposal that ‘there should be more trade barriers to limit imports of foreign goods and services’ was 37 per cent, considerably more than the 27 per cent who disagreed. The polling lead of those who wanted less trade was high in countries such as Turkey, Malaysia, the US, Belgium and Brazil. But any narrative of the faltering of globalisation that does not have great-power rivalry – between the US and a rising China – at its centre is glaringly incomplete.


Donald Trump might have always been hostile to globalisation, but the vast majority of Republican senators and members of Congress had agreed with his predecessor but one as president, George W. Bush, when he said in 2000 that ‘trade with China serves our own national interest’.16 Most Democrats likewise agreed with Bill Clinton when he argued in the same year that allowing China into the World Trade Organization would ‘advance our own economic interests’.17 What made globalisation newly unacceptable in the eyes of many American politicians over the following two decades is not so much its impact on the country’s ordinary workers but that it seemed possible the system would enable China to begin to rival the US in economic, military and technological might. In the 2010s Beijing came to be seen not as a competitor economy operating in a common framework of global rules but rather as an enemy in a new Cold War. 


China’s steady descent under Xi Jinping since 2013 into authoritarianism, repression and personalised rule gave those who wanted to argue for the maintenance of the old liberal trade order little to work with. This was a world in which a gain for China was perceived as a loss for the US and vice versa. Once that zero-sum strategic framing was in place, the logic of globalisation that US presidents from Bill Clinton to Barack Obama had embraced, a system that would enable both the US and China to grow and prosper, appeared to fall away.
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It’s this framing through which one has to understand Donald Trump’s explicit aspirations of an economic ‘decoupling’ from China.18 This was subsequently reframed as ‘de-risking’ by the Joe Biden administration, although the actual policies were hard to distinguish from one another.19 Indeed, in some respects Biden went considerably further, notably in shutting off China’s access to cutting-edge microchips made in Taiwan in 2022.


The Biden administration initially promised a ‘small yard’ and a ‘high fence’ in its efforts to reconfigure America’s economic relationship with China, meaning a limited number of very strict controls in areas defined as of critical importance for national security, a formulation intended to reassure multinational businesses and provide some stability. Yet since restrictions were introduced on advanced microchips, the American yard of control has steadily widened to the proportions of a football field. It now encompasses electric vehicle imports, the Chinese-owned social media site TikTok and the China-founded fast-fashion retailer Shein. American politics now resembles a bidding war for who can offer the most powerful economic repudiation of Beijing. Donald Trump campaigned in 2024 on a pledge to impose a universal tariff on goods from the rest of the world of 10 to 20 per cent – but with a special 60 per cent rate reserved for everything coming from China.


But let’s be clear: America is not the only driver of this fracturing. It takes two to have a Cold War. ‘One hand cannot clap’, as a Chinese saying has it. Growing belligerence over the past decade from the Chinese government towards its neighbours in the South China Sea, from the Philippines to Malaysia, and especially towards Taiwan further to the east, has added fuel to the bonfire of anxieties about supply chains. It’s the prospect of a forced ‘reunification’ of Taiwan with China – something Xi Jinping has described as ‘historically inevitable’ – that provides a great deal of the momentum and energy behind exile economics.


The 130-km-wide Taiwan Strait is one of the world’s busiest shipping lanes. Military action by Beijing to invade or blockade the island would likely sever a global sea transport artery that is vital for the international flow of medicines, pharmaceutical ingredients, oil, soybeans, semiconductors, critical minerals and much else. If Western sanctions on China in response to a Taiwan incursion were anything like those imposed on Russia after the invasion of Ukraine in 2022 the impact would be catastrophic for global supply chains.


If such an eventuality is perceived as considerably more likely than it was previously – even if the overall risk is still regarded as modest – which responsible Western political or business leader would not be seeking to reduce the length of their supply chains and generally to lessen their exposure to international trade? Which Chinese, or Indian, or Brazilian, or Japanese political or business leader would not also be considering the same? And so a heightened perception of risk drives policy pre-emption, which itself further increases a perception of risk as it looks like the old economic order is crumbling. And the ratchet tightens. Such is the logic of exile economics.


The Perfect Storm


It’s difficult to see what could break this cycle. One of the very few subjects that can command bipartisan support in Washington today is the need to isolate and weaken China, economically and militarily. And China seems unavoidably set on a course to provoke further hostility from the US as its economic model of chronic overinvestment and low household consumption results in a surplus of industrial production which it will try to sell abroad in what is already being billed as a second impending China shock. Beijing, under Xi Jinping, seems both unwilling and politically incapable of enacting the reforms that would be necessary to rebalance the Chinese economy and reduce the tension – even though such reforms would very much be in China’s own economic interests, as some wiser domestic advisors have been recommending, in vain, for more than a decade.20


Indeed, as the Chinese economy stumbles amid a heavy burden of private-sector debt linked to a bust domestic property sector, the Communist Party leadership appears to be hoping that a surge of export-driven growth will put it back on its feet again. So a perfect storm could be coming where industrial ‘dumping’ of merchandise by China provokes further protectionism from the US.


Many European countries seem paralysed by indecision, struggling to choose between their defence interests in following America’s anti-China lead and their economic interests in standing up for open trade. Before the re-election of Donald Trump a widely predicted outcome was the separation of the world trading system into two broad blocs, one centred on the US and its military allies in Europe, East Asia and Australasia and the other bloc centred on China and involving states like Russia, Iran and Venezuela. How key regional powers such as Brazil, India, Indonesia and Turkey might align is unclear. And what would happen to smaller states is anyone’s guess. But with no hegemonic power, in the form of the US, willing to bolster and defend the institutions and accepted rules of global free trade, embodied by the World Trade Organization, many countries will be tempted to disregard them and go their own way. Moreover, with Trump back in the White House – a man who verbally attacks allies like Taiwan and Europe more readily than adversaries such as Russia on the grounds that these allies have allegedly taken economic advantage of America – even a unified US-orientated trade bloc cannot be taken for granted.21


Again, make no mistake, there are problems in relation to global trade flows that are crying out to be addressed. Grievances about Chinese industrial overproduction and the dumping of the surplus overseas at a price that is below the cost of production, unfairly undercutting domestic firms, are legitimate. Yet there are strong grounds for suspecting unfocused trade protectionism would make the situation worse rather than better. 


Economists estimate that Donald Trump’s 2024 trade election manifesto would take America’s national rate of tariff protection back to heights last seen in the 1930s.22 But building a great tariff wall around the US would be most unlikely to deliver Trump’s promised reindustrialisation of America’s heartlands. In the short term it would, as Trump’s tariff hikes in his first term in office did, automatically weaken other currencies against the US dollar, which would substantially cancel out any benefit for protected domestic American firms as the effective price of imports would fall. In 2018, when Trump slapped 25 per cent tariffs on almost half of all imported Chinese goods, the value of the Chinese currency, the renminbi, fell by around 10 per cent against the dollar, largely offsetting the impact of the tariff on America’s overall terms of trade with China.23 


The mental image many people have of trade is the exchange of finished goods: shoes, solar panels, furniture etc. Yet the reality is that around half of all international trade in value terms is made up of so-called ‘intermediate goods’: components, parts or materials that go into making other goods, which themselves can today be traded across borders multiple times over.24 Around 48 per cent of America’s imported goods by value in 2020 were intermediates.25 A blanket tariff on all imports would harm those US companies, including most manufacturers, which rely on these imported components. It would also put US manufacturers that export at a competitive disadvantage. To be a successful exporter today a country needs to be open to imports. 


And in the longer term, erecting a tariff barrier around American firms would likely sap the productivity growth of US industry in general by reducing its exposure to global competitive pressures, which would ultimately hold back US workers’ wages. The evidence shows that firms that export, whether based in developing countries or rich ones, tend to be more productive.26 


A general barrage of tariffs could also open the door to greater corruption of the public sphere in America. The importance of political donations and lobbying in influencing the fortunes of private firms in the US is long-standing and well chronicled, and a surge in protectionism would likely enhance that influence. Evidence from Trump’s first term suggests that firms led by people who had made contributions to his campaign were favoured when it came to discretionary tariff exemptions, while the companies associated with people who had supported his political opponent, Hillary Clinton, were deliberately penalised in the setting of trade policy.27 


Trump insisted at rallies on the 2024 campaign trail that his proposed wave of tariffs would not be a cost to ordinary Americans but rather ‘a cost to another country’.28 Yet a host of detailed studies of the impact of his first-term tariffs suggest most of the cost fell on US consumers in the form of higher prices.29 There is no reason to believe another, far bigger wave will not now crash onto the same people. Researchers at the Peterson Institute for International Economics in Washington estimate Trump’s new proposed tariffs would lower the incomes of Americans, with the impact ranging from around 4 per cent for the poorest fifth to around 2 per cent for the wealthiest fifth. A typical household in the middle of the US income distribution, the thinktank estimates, would lose around $1,700 each year.30


It is true that globalisation creates relative winners and losers in any country, but claims that it has undermined the average living standards of people in America or Europe or anywhere else in the developed world are grossly exaggerated. The China shock on the number of people employed in US manufacturing was real, but factory automation also had an impact. The contributions of each to that decline are hard to disentangle.31 Some researchers have estimated that the China shock was a relatively minor component of the overall decline in employment.32 And those estimated US national job losses of up to 2.4 million resulting from Chinese import competition need to be put in the context of three key facts. First, that the overall American labour market in 2011 was made up of 133 million workers. Second, that it’s a market subject to immense churn all the time – between 2013 and 2023 (excluding the pandemic year of 2020 when churn was even greater) an average of 5 million workers left their jobs and 5 million workers filled new jobs every single month.33 Third, that globalisation, including trade with China, has had a positive impact on job creation in the US services sector, which might plausibly have entirely offset the China shock on manufacturing.34 


On top of this, while a larger share of the financial gains of globalisation might have gone to the more highly skilled in rich countries, globalisation has also kept consumer prices down for households across the board. Indeed, the lower consumer prices likely benefited lower-income families in rich countries more because a larger share of their spending is on imported goods than among wealthier groups.35 Deglobalisation would have the opposite effect on the cost of living. 


While the biggest relative beneficiaries of globalisation have been people in poorer nations, the proposition that Western countries would have been more prosperous if they had never opened up to more trade is not very credible. Indeed, one study found that in 2022 the US economy was around 10 per cent bigger than it otherwise would have been due to the nation’s engagement in world trade since 1950, equivalent to a benefit of just under $20,000 per household.36 Nor is there any compelling evidence that globalisation has been a major driver of rising inequality within richer countries, certainly relative to factors such as technological advances and tax and spending decisions by governments.37


Kicking Away the Ladder


The dangers of exile economics, as we’ve seen in the case of Sri Lanka, are greatest for smaller nations, who have the most to gain from an open global trading system and the ability to export to the widest range of countries. Globalisation, since 1980, is reckoned by most economists to have played a major role in helping to lift hundreds of millions of people out of poverty by enabling poor countries to join the international trading system and access foreign technology and investment. 


What allowed states such as Taiwan, South Korea, China, Malaysia, Mauritius and Vietnam to drive up the incomes of their populations was building up their domestic manufacturing sectors, usually starting with a focus on textiles for exports. A base in textile manufacturing then enabled them to push into higher value-added manufacturing, such as assembling electronics. These are countries that ‘learned by doing’. Each step up the industrial ladder delivered higher incomes.38 Textiles – making T-shirts from its own cotton crop – is precisely the bottom rung of the industrialisation ladder that a state like Benin in West Africa is groping for today.39 Some argue that the ability of poorer states to follow that particular development path would be attenuated in future in any case because of the rise of automation in manufacturing and the growing importance of services in trade.40 Trade will nevertheless remain vitally important in enabling such countries to grow. Tearing down globalisation would be to kick the ladder away which other countries could and should be able to use to climb to better lives. 


Since 2020, decades of declines in the global poverty rate – the share of people living below $2.15 per day – have levelled off.41 That’s primarily the impact of the global economic shocks emanating from the Covid pandemic and the global energy crisis, but it also likely reflects the slowdown in global trade growth. One study by the World Bank has estimated that an additional 52 million people globally, most of them in Sub-Saharan Africa, would be below this international poverty line in 2030 if there were a global rush to national reshoring of industrial production.42 Lower incomes mean hunger in many countries. Since 2020 the number of people on the planet who are undernourished – Amurthavalli and Sakunthala among them – has also risen by tens of millions. The trade slowdown has contributed to that.43


But those dangers face all of us, not just those on the planet in the direst poverty. Exile economics, taken to its extreme, risks a severe slowdown in the growth of living standards everywhere. Lower trade in goods and services will mean lower growth in the productivity of businesses, less innovation and investment, which spells a weaker expansion of our wages and incomes.


Researchers at the International Monetary Fund suggest that a major fragmentation of global trade – where the US and EU break off trade with China and the rest of the world has to choose between trading with a Western or an Eastern geopolitical bloc – could result in a global economy that is up to 7 per cent smaller than it otherwise would have been. That’s equivalent to a loss of around $7 trillion today – a chunk of activity equivalent to the total national income of Britain, France and Spain put together.44


Economists at the Organisation for Economic Co-operation and Development (OECD), an association of mainly rich nations, used a different scenario to model the economic impact. They assumed that tariffs on all merchandise goods traded between countries shot up to 25 per cent – effectively undoing seventy years of liberalisation in advanced countries – and that each country spent an additional 1 per cent of GDP subsidising local production. This extreme localisation model suggested that global GDP would be around 5.5 per cent smaller, with higher losses for the US, South Korea and Australia. In such a scenario the UK and Canada, which rely more heavily than most on importing inputs for industrial production, could suffer a loss of more than 10 per cent of their GDP.45 


There is, of course, inherent uncertainty about the scale of these impacts – and the damage would depend on the pattern and extent of the fragmentation – but there are no credible scenarios in which the economic impact is positive. On top of that, exile economics could very plausibly lower our resilience to future shocks like pandemics, reduce our collective ability to tackle planetary threats like climate change and end up ratcheting up geopolitical and military tensions even further. In other words, the total cost could end up being greater still.


Bark and Bite


There are two likely objections to such warnings. First, that this is an unwarrantedly alarmist picture about where the planet is heading, that globalisation is not likely to collapse and that the exile economics rhetoric of ‘self-sufficiency’ coming from political leaders should be taken with a large pinch of salt. When Joe Biden said the future would be ‘made in America’ he was not advocating US autarky but simply seeking to bring back a decent portion of manufacturing to US shores in some key sectors.46 Similarly, when the president of the European Commission, Ursula von der Leyen, demands European prosperity be ‘made in Europe’, or when Narendra Modi launches a ‘Make In India’ initiative, isn’t this as much about political style as substance?47 Even Donald Trump, some still claim, has been using the threat of massive tariffs as a bargaining chip to get trade concessions from other countries and greater access for US firms and producers to foreign markets. ‘Some of this is “Art of the Deal”,’ his economics advisor Stephen Moore has said, a reference to Trump’s 1987 book.48 ‘My general view is that at the end of the day, he’s a free trader,’ Scott Bessant, another of Trump’s advisors, has said. ‘It’s escalate to de-escalate.’49 In other words, the bark will be worse than the bite.


The UK’s chief finance minister, Rachel Reeves, talks of ‘securonomics’, which on the face of it sounds like a relation of exile economics. ‘There must be red lines – things for which we should not rely on states whose interests conflict with our own,’ she has insisted. Yet Reeves has also said Britain should increase its exports and imports, and not retreat into ‘fortress Britain’.50 The French president, Emmanuel Macron, says Europe must ‘put an end to our strategic dependencies in key sectors, from semiconductors to critical raw materials’. Yet he also accepts that ‘we need to continue importing and exporting’.51


And it is just possible that the world can travel down a narrow corridor that pairs a step back from ‘hyper-globalisation’ with continued openness, an approach that marries greater productivity-boosting investment in strategically important domestic industries with enhanced cooperation and economic interconnection with allies. We will in due course discuss what that world might look like. Yet today the bigger risks are of a dangerous unravelling. Donald Trump promised a trade war in his inaugural speech in January 2017 – and delivered one. Despite softening the rhetoric, the Biden administration did little to end it. Actions speak louder than words.


It is true that the value of global trade as a share of the world economy has stagnated rather than collapsed, prompting some to suggest that talk of deglobalisation, like the death of Mark Twain, is exaggerated. And cross-border permanent migration is running at record highs. Yet an objective evaluation of the direction of travel on goods is not encouraging. In 2015 states imposed around 700 new restrictions on trade, a mixture of subsidies, tariffs and other measures. By 2023 the equivalent number of new trade restrictions imposed had soared to 3,500, with around 2,500 of those relating to trade in goods. Since 2020 governments across the world are estimated to have imposed more than 7,000 policy interventions impeding global trade in essential items, including medicines, food, fuel and raw materials. More than half of those interventions remain in place.52


This is not simply a reflection of the Western sanctions imposed on Russia in 2022. The share of G20 nations’ imports affected by trade restrictive measures was around 2 per cent in 2011. By 2021 – before Putin’s invasion of Ukraine – it was already close to 12 per cent. And we should not underestimate the fragility of the wider geopolitical climate or fail to recognise just how broadly exile economics is gaining ground. Putin immolated almost all of Russia’s commercial ties with the West with his military adventurism. But China and India are just as prone to the politics of self-sufficiency as America or any state in Europe. The Indian prime minister, Narendra Modi, has adopted a slogan of atmanirbhar bharat, or ‘self-reliant India’, which he insists will deliver ‘economic strength and prosperity for every Indian’. Xi Jinping has for many years been advocating zili gengsheng, which translates as ‘self-reliance’, and has made it a national mission to dramatically scale-up domestic Chinese production of everything from food to microchips. We are already starting to see the global economy being reconfigured along political lines. Countries are trading less with perceived geopolitical rivals, defined by their voting records at the United Nations.53


The second objection to the warnings laid out here will be that this essentially amounts to a call for the maintenance of the status quo. Some will dismiss them as a reflection of a politically rejected free-trade orthodoxy. Others will see them as a failure to recognise how the national security picture has been transformed in recent years by Russia’s willingness to use its gas and food exports as economic weapons and, most of all, by China’s dominance of key twenty-first-century supply chains with military applications, such as batteries, and Beijing’s ability and increasing willingness to leverage this position in a hostile way. In October 2024 China sanctioned Skydio, America’s largest drone maker, meaning it was unable to source batteries from China. ‘This is a clarifying moment for the drone industry,’ its chief executive said. ‘If there was ever any doubt, this action makes clear that the Chinese government will use supply chains as a weapon to advance their interests over ours.’54


And such vulnerabilities have been further underscored by accidents and natural disasters. When the mighty Ever Given container ship wedged its 220,000-tonne bulk into the sand on the banks of the Suez Canal in March 2021, halting the flow of container ships for six days through the waterway that carries 12 per cent of global trade, the world was alerted to the transport chokepoints of global supply chains. Another reminder was the severe 2024 drought which prevented containers passing through the Panama Canal, which handles a further 6 per cent of global trade. How many warnings, some ask, do we need that the logistics of global trade, on which we have become reliant, are perilously fragile?


But governments do not have to do nothing in the face of such dangers, whether from states or from nature. An alternative is for political leaders to think more clearly about the meaning of national security in a twenty-first-century globalised economy – and how this concept differs from narrow national self-sufficiency. Policymakers could separate security goals from considerations of domestic industrial policy and job creation, important though those undoubtedly are. Governments could invest in supply chain resilience and diversification rather than trying to bring as much industrial production home as possible. 


As for the political orthodoxy arguments, there are without doubt inequalities that arise from globalisation within most countries and these have too often been neglected in recent decades. But these inequalities could be addressed by social safety net and state investment policies, which compensate individuals and communities adversely affected and provide them with training in new opportunities, rather than by cutting off trade. These are the recommendations made by multilateral organisations ranging from the OECD and International Monetary Fund to the World Trade Organization. Yet they are suggestions that have mostly been disregarded in recent years. 


Defusing the Powder Keg


The overproduction problem is by far the most difficult challenge. The problem stems from the unbalanced way countries such as China – but also, importantly, Germany, Japan and South Korea – have run their domestic economies, with those governments effectively holding down the consumption power of households for the sake of building a larger domestic manufacturing and export sector than would otherwise exist.55 It is these policies that generate the risk of dumping and harm to the manufacturing sectors of other countries. 


These harms are real and those who want to preserve an open global economy would do well to address them, rather than dismiss them. Yet these imbalances can be addressed multilaterally or bilaterally. In the early 1980s, in somewhat similar circumstances of anxiety about the future of the US car manufacturing industry, the administration of Ronald Reagan was able to negotiate a Voluntary Export Restraint agreement with Japan.56 China is, of course, far from being a US ally in the way that Japan was, and the only lasting solution is Chinese domestic rebalancing. But it would be better to attempt negotiations to that end and, if they fail, impose capital controls.


If China were prevented, through externally imposed financial controls or punitive taxes on capital flows from investing its financial surpluses from trade in the government debt and currencies of other large nations with open financial systems such as the US, France or the UK, it would have no choice but to absorb that money domestically, which would compel a national economic rebalancing.57 The challenges of achieving rebalancing through financial controls should not be underestimated – nor the potential and highly unpredictable side effects for the global financial system and the role of the US dollar in global trade invoicing.58 It would be, in the words of the economic historian Adam Tooze, ‘a bold leap of macroeconomic faith’.59


Yet, as demonstrated by the 2008 global financial crisis, which was partly created and greatly exacerbated by cross-border risk-taking by Western banks, international financial integration has not been an unalloyed good. If there is one aspect of globalisation that would arguably be safer to roll back than others it is the globalisation of finance. This would create a globalisation more akin to what occurred in the aftermath of the Second World War, when capital flows between nations were controlled but restrictions on merchandise were progressively loosened. For the US and others in the West, going down the route of financial controls to deal with Chinese overproduction would be far less distortive and damaging than attempting to tackle the threat through a proliferation of merchandise tariffs and bans on the imports of goods.


And for China’s Xi Jinping, if he genuinely wants, as he still sometimes claims, to maintain the existing global trading system and if he desires to avoid a tariff or capital control backlash from the West (and also from developing countries such as Brazil, India, Mexico and South Africa which are increasingly alarmed by Chinese overproduction), figuring out a way to reduce China’s internal imbalances might be his best means of achieving that. The Chinese president has just as much agency as Donald Trump when it comes to defusing the powder keg of exile economics. 


Trump once claimed that trade wars are ‘easy to win’.60 They can certainly easily get out of control. States that feel they have to react in response to the protectionism of others, or in anticipation of their actions, especially in the context of weaker growth which creates greater domestic discontent and pressure to act, could lead to an unravelling faster than any government either anticipates or truly wants. The lesson of history is that new tariffs beget new tariffs, even when other countries realise they are only harming themselves in imposing them. To fail to respond is to relatively disadvantage one’s own producers and to risk the fury of domestic workers and employers for one’s passivity. This is, as we have seen, what happened in the 1930s, but also what happened when Trump imposed tariffs on imports of steel and aluminium from America’s trading partners in 2018. It wasn’t only China that retaliated with tariffs on the US, but Canada, Mexico and the European Union too. When we consider the scale of what Trump has threatened, a potential total fracturing of global trade of the sort seen in the 1930s – when country after country raised tall tariff barriers against the outside world to try to protect their domestic industries at the expense of others, amid a grand game of beggar-thy-neighbour – cannot be ruled out. ‘A vicious downward spiral’ is the scenario painted by the managing director of the International Monetary Fund.61 ‘A free-for-all, which would upend the stability and predictability of trade’, is how the head of the World Trade Organization describes it.62 The return of Trump to the White House unquestionably makes those risks greater, not smaller.


But before we get too deep into the details of the havoc that an uncontrolled fragmentation of our globalised economy would wreak and before we explore how a safer path through this perilous moment might be navigated, it’s important to take a step back. We have been here before – and not just once but many times. Let’s first try to understand the gravitational historical pull of the creed of exile economics.
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