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Topics
1. Why Great Decisions & Foreign Policy?
2. Are we becoming isolationists?
3. Pros & cons of trade & supply chains?
4. The China juggernaut?
5. Consequences of pandemic?

Is the age of globalization coming to an end?
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America’s 8 great foreign 
policy challenges

◼ Timely topic but uncertain policies                                         
with new president Biden

◼ Why Great Decisions?

◼ Enhance understanding foreign policy – by 100-year-old FPA

◼ Discuss 8 of top foreign policy challenges facing Americans 

◼ Non-partisan approach involving thousands

◼ Tips for Class

◼ Participate: ask questions, share your expertise, suggest 
references, challenge my interpretations, etc.

◼ All are contentious issues - Keep open mind and low voice!

◼ www.greatdecisions.org and Foreign Affairs have background

◼ Wikipedia - often best first reference  

◼ What people think - PEW Global Attitudes, pewglobal.org
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http://www.greatdecisions.org/


Great Decisions 2021 Topics and Dates
Zoom: Wednesdays 10:30 am-12 noon

1. (Jan 20) Global supply chains and national security 

2. (Jan 27) Persian Gulf security issues 

3. (Feb 3) Brexit and the European Union 

4. (Feb 10) Struggles over the melting Arctic

5. (Feb 17) China’s role in Africa 

6. (Feb 24) The Korean Peninsula 

7. (Mar 3) Roles of international organizations in a global 
pandemic 

8. (Mar 10) The end of globalization?
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What is Foreign Policy?

◼ What? How to interact on official basis 
with other countries and, to a lesser extent, non-state actors 

◼ Why? Purpose is to

◼ Maximize national benefits of international cooperation 

◼ Protect national interests, security, and prosperity

◼ Who? Not just what diplomats say & soldiers do (hard power): it’s 
also about attractiveness - impression a country projects (soft power)

◼ How? Two contending polar foreign policy philosophies
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Item Idealism/Liberalism Realism

Int’l system Positive & important Undependable, limited

Goal Broad National security, survival

Power Soft: Persuasion & example Hard: Military 

Why Great Decisions? “No foreign policy - no matter how ingenious - has 
any chance of success if it is born in the minds of a few and carried in the 
hearts of none.” -- Henry Kissinger



Top seven critical threats to the United 
States in the next 10 years

1. The Covid-19 pandemic (67%)

2. Domestic violent extremism (57%)

3. Development of China as a world power (55%)

4. Global economic downturn (55%)

5. Political polarization in the US (55%)

6. International terrorism (54%)

7. Foreign intervention in American elections (54%)
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The 2020 Chicago Council Survey was conducted from July 2 to July 19, 2020, among 
a representative national sample of 2,111 adults. 

Pandemic most critical, others about same
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The 2020 Chicago Council Survey was 
conducted from July 2 to July 19, 2020, 
among a representative national sample of 
2,111 adults. 

Overall, 65% believe globalization 
basically good for US, but widening 
gap between Democrats and 
Republicans

Gap = 20
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The 2020 Chicago Council Survey was conducted from July 2 to July 19, 2020, among a representative national 
sample of 2,111 adults. 

By 7 to 3, best for US to take active 
part in world affairs



Lessons from Pandemic? Mixed, but
62% say coordinate and collaborate
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The 2020 Chicago Council Survey was conducted from July 2 to July 19, 2020, 
among a representative national sample of 2,111 adults. 



Global supply chains 
and U.S. national 
security issues

◼ National security issues

◼ Supply chains has knitted US-China together that are costly 
for either to undo

◼ Relative deindustrialization of US vs. China

◼ More vulnerable to Chinese espionage, economic and 
military sabotage, data thefts or misuse …

◼ China’s rise and assertiveness may cause US shift 
from cooperation to competition

◼ Pandemics have consequences 

9
US vital medical supply chain vulnerable – especially to 
Chinese manufacturers



Tripling World Trade Share of GDP
Will Covid-19 reverse the trend of our lifetime?

10Source: Fareed Zakaria, Ten Lessons for a Post-Pandemic World , 2020, p 173

2008 Great 
Recession

1990 Soviet 
Collapse



Why trade?

◼ 95% of market outside US

◼ Gains from trade –specialization and improved 
efficiency

◼ Lower consumer costs

◼ Diversified source – e.g., if have domestic drought

◼ Competition sharpens industriousness

◼ Countries that trade more prosperous and peaceful  
than those in angry isolation (N. Korea)

11Better than the alternative of autarky



Why growth 
in Global 
Trade?
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Tariffs fallen to fraction of past

Transport & communication costs fallen to fraction of past

Variety is the spice of life



What are the 
downsides of trade? 

◼ Threats to supply chains – weather, war, 
disputes, strikes, PANDEMICS… 

◼ Loss of domestic industries – US furniture 
and bedding, toys and sports equipment, 
apparel and shoes, televisions and 
washing machines hard hit by Chinese 
imports

◼ Security concerns – declining defense 
industry base

◼ Loss of spillover - vibrant manufacturing 
sector develops workforce and managerial 
skills and knowledge

◼ “Offshoring ” leads to “outsourcing” and 
foreign direct investment (FDI) 
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Why the US manufacturing job decline: Secular 

trends? Productivity? Or Chinese imports? Yes!

◼ Manufacturing share of GDP, 
like that of agriculture share of 
GDP, declined for past 50 
years in US and world

◼ China is an exception – but a
late-comer to modernization

◼ As incomes rise, people spend
smaller share on basics and
more on luxuries

◼ Plus, plastics, aluminum etc. 
make goods lighter

14
China has more manufacturing than U.S., Germany, South Korea, 
and UK combined 



Why the US manufacturing job decline: Secular 

trends? Productivity? Or Chinese imports? Yes!

◼ Note – while US manufacturing jobs declined, output 
continued to rise – so productivity (output/worker) has 
increased

◼ Productivity due to automation and improved worker skills 
15



Why Growth 
of Global 

supply chains

◼ Internet - Improved communications

◼ Increased intellectual property (IP)
◼ Accelerated shift toward outsourcing                                  

as manufacturing itself not highly profitable

◼ 3 million work in Apple’s China supply chain, but only 13,600 
for Apple
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Why has China become 
dominant global exporter?

◼ Most populous and developing economy

◼ Huge and low-cost work force migrating from rural areas

◼ Good workers and entrepreneurs

◼ Attractiveness of massive market to foreign firms – often turn 
blind eye to intellectual piracy

◼ High savings and lower personal consumption – so funds to 
invest and goods to export rather than consume

◼ Neo-Mercantilist Policy

◼ Uses tariffs, subsidies, and currency manipulation

◼ Supports and owns companies deemed strategic

◼ Undervalued exchange rate subsidizes exports and taxes imports

◼ Civilian-military “fusion” - transfer of technology between civilian 
and defense sectors
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Existing US supply chain 
strategic vulnerability

◼ As China sells more to US, we become more vulnerable to 
espionage, sabotage, data theft …

◼ Chinese products may have “trojan” chips (Like US-Israel 
bug harmed Iran’s centrifuge)

◼ National security threats of Bulk Power Supply Equipment 
- China possesses the capacity to shut down

◼ Chinese vehicles threaten not only American jobs, but also 
privacy and cyber security

◼ Rare Earth Elements (REE) - China has near monopoly  

◼ 80 % of generic drug manufacturers outside US, Chinese 
significant 
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U.S. Chip 
Dips

19
Source: Why Fewer Chips Say ‘Made in the 
U.S.A.’, by Asa Fitch and Luis Santiago, WSJ, 
Nov. 3, 2020

Of chips

• Chip manufacturing 
shifted to Asia 

• Chips a national 
security concern

• China plans to be 
leader

• If include Taiwan, 
now near 40%

• Pandemic revealed, 
US also vulnerable 
in medical and 
pharmaceuticals 

40%



More global reliance on 
China than ever before

◼ China ended Year of Covid-19 
stronger - only major economy to grow 

◼ Succeeded in containing Covid-19 and 
getting economy going

◼ Only 5,000 Covid-19 deaths in China with nearly 4 
times US population vs. about 400,000 in US

◼ Expanded its role in global trade

◼ Shored up its position as world’s factory

◼ Post-Covid resilience is bolstering Beijing's belief in 
their system over Western democratic capitalism

20Source: China’s Economy Powers Ahead While the Rest of the World Reels, WSJ, Jan 13, 2021



Much reshoring from 
China unlikely

◼ Costly for foreign manufacturers to                                               
relocate and diversify supply chains

◼ Fear losing network effect of having suppliers nearby 
and question if elsewhere would be as reliable

◼ Thus, 70% of companies expect to increase their 
supply-chain footprint in China over next two years

◼ Despite Trump's tariffs on China, China is expected to 
have largest trade surplus in history for any country

21
Source: China’s Economy Powers Ahead While the Rest of the World Reels, WSJ, Jan 13, 2021



Inability or difficulty of 
avoiding imports from China

◼ No, or few US or other alternatives

◼ One of China’s greatest supply chain vulnerabilities -
advanced semiconductor chips

◼ 80% of computer chips China uses are imported for 
$300 bil - more than spent for crude oil

◼ Chips come from Taiwan – which China may absorb

◼ Aug 2020 - restricted the sale of US produced or 
designed semiconductors
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What to do? US policy options 
to counter Chinese imports 

I. Renewed engagement - negotiations

II. Decouplement

◼ Use of countervailing and antidumping duties, export 
controls, restrictions on Chinese inbound investment, 
restrictions on US investment in China

◼ Relocating strategic supply chains, like PPE, into US

III. Industrial policy  

◼ Government pick and support 

◼ But hard to pick winners and prone to abuse

◼ Counter to precepts of markets and trade

23

Has competition with China, generational change or 
will Biden make Industrial Policy more acceptable ?



Despite successes, Chinese juggernaut 
faces challenges 

◼ Successes

◼ Only major economy that                                                  
grew in 2020

◼ Record growth past 30 years

◼ By PPP – largest economy

◼ Abject poverty about ended

◼ Challenges

◼ New highs of unfavorable views

◼ Population aging and declining

◼ Already picked low-lying fruit

◼ Rising labor costs hurting competitiveness

◼ Low income –rank 59th in GDP/capita nominal
24



Impacts of Covid-19

◼ Greatest economic, political and 
social damage in decades

◼ Widening global inequality

◼ Gainers –those can work digitally

◼ Losers – those can’t, thus risk their 
life or their livelihood 

◼ Following pandemic-induced global 
recession, expected protracted period 
of below-trend output and substantial 
income losses (World Bank Jan 2021)

25
Source: Fareed Zakaria, Ten Lessons for a Post-Pandemic World , 2020

500?



US COVID-19 Pandemic – Cost the 
economy $16 trillion 
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Source: The COVID-19 Pandemic 
and the $16 Trillion Virus, by David 
M. Cutler and Lawrence 
H. Summers, JAMA. Published 
online October 12, 2020. 
doi:10.1001/jama.2020.19759

Category Tril $

Lost GDP 7.6

Health loss

Premature death 4.4

Long-term health impairment 2.5

Mental health impariment 1.6

Total 16.1

 Per family of 4 196,000

 % of GDP 90%

Estimated cost to US 

Economy of Covid-19 Crisis    

Pandemic - greatest threat to prosperity and well-
being since Great Depression  



Discussion questions

1. Is China an economic partner or strategic economic threat? 
Can China be brought back into an American - led international 
economic system?

2. Is decoupling from China in the American interest? How much 
reshoring is practical or advisable? 

3. Should the U.S. redefine the appropriate role of government in 
the U.S. economy in order to help corporations compete better 
with China? Can the U.S. compete successfully without a more 
cooperative relationship between public and private sectors? 

4. Would government intervention through an industrial policy 
invariably result in lower economic growth and lower 
prosperity? Even if it did, might such a policy be justified given 
other security and social goals? 

5. What are the dangers of an ever-intensifying technology and 
economic Cold War with China ?

27



Global supply chains and national 
security-highlights from video

◼ International trade and supply chains are complicated

◼ Major question is what happens when a crisis hits such as Covid 19

◼ Especially concerning was a shortage of medical supplies from China during 
the Covid crisis

◼ Past 70 years has been the age of economic globalization - global trade, as 
a share of the global economy tripled from 20% to 60%

◼ This transformation made possible by large reduction in shipping costs due 
to development of shipping containers and communications via the Internet 
which facilitates coordination of supply chains

◼ China has been the dominant participant and for good reasons

◼ Has a capacity to produce very large quantities

◼ It’s a low-cost producer

◼ And it can produce reliably and quickly

28Is the age of globalization coming to an end?



Global supply chains and national 
security-highlights from video(continued)

◼ US limits outsourcing and importation of critical military equipment, but 
perhaps medical equipment should be added to this list also

◼ Although US is a major exporter of medical equipment much of it relies on a 
supply chain

◼ Key medical ingredients or feedstocks are produced overseas

◼ Just assembling the product or manufacturing the product does not 
necessarily mean all the necessary inputs are domestic

◼ For example, in the case of electronic components, the rare earth supplies 
are predominantly supplied from abroad-especially China

◼ Another example is solar panels whose production was dominated by China 
and the US placed tariffs on their imports to encourage domestic 
production, but many of the critical parts still needed to be sourced from 
abroad

29



Global supply chains and national security-
highlights from video(continued)

◼ One method to mitigating risks of supply chains is by diversification of 
suppliers in multiple countries - especially nearby countries such as Mexico 
or Canada

◼ In recent years globalization has become more controversial especially 
because of the criticisms of its negative impact on US manufacturing 
employment

◼ On the other hand, it’s recognized that 95% of the world’s consumers do 
not live in the US

◼ Trade brings risks, but it also brings benefits

◼ In general, the private sector did a pretty good job during the crisis of 
keeping the shelves stocked of most items
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