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Abstract:

What are the general equilibrium effects of a trade shock in a local labor market? Can
domestic spatial linkages insure against employment losses from increased foreign
competition? In this paper, we take a market access approach for estimating the indirect
spatial effects. Using US data on transportation networks, trade flows, and input-output
tables, we estimate the strength of domestic trade and production linkages and use it to
build a new measure of market access for 722 US commuting zones in 22 sectors before
and after China's entry into WTO. Constructing a model-based instrument for market
access we find that after China's entry, US labor markets witnessed strong employment
gains through both input-output linkages and weakened spatial competition. These gains
compensated for manufacturing employment losses from the direct effect of the China
shock.
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