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Broader perspective on globalisation: 

3 costs that form 3 constraints on 

globalisation
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Globalisation ïlong history in short

© Richard Baldwin 2016



Steam Revolution lowered the cost of 

moving goods
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Low trade costs made high volume 

trade feasible; Comparative advantage 

made it profitable
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Production ñmicroclusteredò 

innovation & modern growth.

But innovations stayed in G7 nations 

 ñGreat Divergenceò
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DISPERSED PRODUCTION MICRO-CLUSTERED



Result: ñThe Great Divergenceò

(1820 to 1990)
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Information & Communications 

Revolution (ICT) lowered the cost of 

moving ideas
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ICT made offshoring feasible; Wage 

differences made it profitable 

ñKnowledge offshoringò & Commodity 

Super Cycle
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ÅHeadquarter Economies (G7)

ïHigh                                              High Wages

ÅFactory Economies

ïLow                                                Low Wages

ñGlobalisation as knowledge 

arbitrageò

Knowhow

Labour

Knowhow

Labour
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Result: ñThe Great Divergenceò

(1820 to 1990)

© Richard Baldwin 2016



Å#1 & #2 mean New Globalisationôs impact is:

ïMore sudden;

ïMore individual;

ïMore unpredictable;

ïMore uncontrollable.

New Globalisationôs finer resolution: 

Anxiety, fragility & sense of 

disenfranchisement

No matter what job or skills you have, you 

canôt really be sure your job wonôt be next.
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Future globalisation
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We are going to need

a bigger boat 



Advanced 
technology for  
communications, 
not travel

What happens when the Face-to-Face 

constraint is relaxed by technology?
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ÅHeadquarter Economies (G7)

ïHigh                                       High wages

ÅFactory Economies

ïLow                                        Low wages

Technology opens new kind of 

pipeline: Virtual migration
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Telepresence technology today
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Telerobotics technology today
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Remote Intelligence: 

More rich nation disruption; 

More developing nation opportunities
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END - Thanks for listening
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