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Globalization takes place primarily through firms, and a myriad of factors affect their
internationalization choices. Among those factors, positive or negative “trade shocks” (such
as changes in tariffs, trade agreements or sanctions) play a key role because they are easily
observable by researchers and allow for causal identification of firms" internationalization
decisions. To assess the aggregate effects of these shocks, it is important to understand not
only how they affect the activities of firms in the “shocked” markets, but also how these
shocks propagate across markets, and what role internal adjustments within firms play for
this propagation.
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