Globalization Comes to
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satisfy consumer needs.”
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is paper dispels two powerful myths underpinning the narrative in support of re-shoring. e
first myth is that the world has become more protectionist. e reality is more subtle. Section
two of this paper shows that, confronted with the unprecedented crisis of Covid-19, countries
around the world — including the EU — have on balance turned outwards rather than inwards.
While there are worrying trends of protectionism — in Europe and other parts of the world — the
Covid-19 experience also suggests that the wheels of economic globalization are moving faster.

e second myth is that to protect its citizens, the EU needs to concentrate more production
within Europe. Section three of this paper dispels this myth with evidence. If diversification is
the tool to lower Europe’s dependency from its largest suppliers, the data shows that EU imports
become more diverse when the EU opens up to trade with the rest of the world.  is is because
EU member states are the largest suppliers of each other’s imports.  erefore, any re-shoring
that leads to further concentration of production within Europe will make the EU more fragile
to symmetric shocks like Covid-19 which impact all EU countries simultaneously. Moreover,
new evidence presented in this paper puts the claim of Europe’s perceived dependency on the
rest of the world into the right context.  ere were only 112 products, out of 9,700 products,
for which the largest four importers were non-EU countries and none of these products were
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3. OPENNESS, TRADE, AND ECONOMIC RESILIENCE

e technological revolution that underpinned global value chains led to goods being produced
in the most e cient location.  is also meant that some vital medical products are no longer
produced within national borders.  is process achieved a spectacular growth in living stan-
dards, lifting millions of people out of poverty. Yet, it has made economies more reliant on each
other. In this context, the Covid-19 crisis and the shortage of some medical products has been
interpreted as a wake-up call for those who argue that Europe must have the strategic capabilities
to produce some of these goods within its borders.

But did globalization go too far by making the EU too reliant on other countries? And is the
re-shoring of production the right strategy to reduce Europe’s vulnerability to future pandemics?



3.1 e EU Single Market as the Main Provider of Goods for EU Countries

To evaluate the EU’s economic vulnerability to an external shock, we need to assess the number
of imported products supplied by a particular country and its market share. If an imported pro-
duct is supplied by one country and this country captures a large share of the buyers’ market, any
external shock that impacts the producing country will have severe consequences not just on the
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Finally, there were 112 products where all the four largest sources of imports were non-EU
countries. Again, the non-EU countries that feature more prominently are China, the UK, and
the US, and the kind of products included in this list were goods like agricultural products which
do not grow in Europe like co ee beans, raw materials« such as natural gas or cotton, as well as
some specific manufacturing products like bicycle parts.

Figure 3.2. shows the market share of the four largest EU suppliers of intra-EU imports and the






materials are the economic sectors where diversification increased the most after opening up to
trade with the rest of the world. In contrast, mineral fuels, and commaodities gained the least in
terms of diversification. In commodities, and mineral fuels, the EU trading with the rest of the
world actually increases the market share of the top four suppliers. is is because the top sup-
pliers of total imports of these kinds of products, such as Russia or the US, have a higher share





https://ec.europa.eu/eurostat/documents/6842948/11003521/Corona+related+products+by+categories.pdf
https://ec.europa.eu/eurostat/documents/6842948/11003521/Corona+related+products+by+categories.pdf




4. CONCLUSION

Covid-19 has shaken the long-held belief that globalization is a force for good. Some EU leaders
—shocked by Europe’s perceived inability to produce the medical goods needed during the pan-
demic — want to reduce Europe’s dependency on the rest of the world and are actively arguing in
favor of the re-shoring of certain economic activities.
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