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I n the political debate, trade protectionism
keeping and increasing the number of jobs at
simple, since international trade in product
value chains. Goods that are further process
a key role in international commerce. l ncrea

intermedi at es can be particularly costly f

connected industries.
Trade protectionists aim at increasing productio
companies or through higher foreign direct inves

companies would produce more to substitute for t




in production facilities close to the consumers

increase |l ocal employment in the industry that i
ones.

Trade increases alongside foreign
This is a rather simplified version of internatdi
i mports and increase foreign direct investment a
bet ween trade and foreign direct investment. How
(see Figure 1). I n the |l ast 30 years, trade has

positive correlation between the two variabl es.




Figure 1: World Merchandise Trade and Foreign Direct Investment
In percent of GDP
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Data from the World Bank, World Development Indicators (2017). Sources: WTO, World Bank, IMF, UNCTAD, official national sources. © I1AB

Unt i | the middle 1980s, there has been |little co
Since then, however, the relation has been cl ear
foreign direct investment is not only to serve t

countries or even back to the try of origin.
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The positive correlation can be explained to som
goods. A single product can consist of multiple

|l ocati ons. Final assembly and customer support a
physically based in the same country either. The




of fshoring contribute to higher trade volumes an
Gl obal value chains are a predominant force in c
goods, which are part of global value chains rep
Figure 2 shows the share of intermediate goods i
countries. For instance in 2017, 58 percent of a
US into Germany were intermediate goods - in oth
production process and not intended for final co
newspapers.

Figure 2: German imports of intermediate goods as a share of all imported

primary and manufactured goods from selected countries
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Source: OECD STAN Database. Available at https://stats.oecd.org © IAB
Trade barriers for intermediate ¢
The economists Mary Amiti and Jozef Konings have
for intermediate goods can be particularly benef
trade barriers for final goods. Reversing this a
intermedi ate goods, at the very |l east due to | os




By |l ooking at Figure 2, one could conclude that
Germany is I|likely to be more costly in compariso
to keep in mind the trade volumes as well (see F
Germany when it comes to imports of all types of
with six percent and the UK in the eleventh pl ac
Figure 3: German imports of goods by origin in 2017
Shares in percent
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Recently, the US has imposed tariffs on steel an
China has developed and is currently escalating.
Uni on can also |l ead to substantial trade barrier
i mportant to understand that industries are very
industry can have strong implications for anothe
one needs to |l ook at the broad context and go be
very |likely disrupt already established producti
|l evel s, consistent with the positive correlation
dat a. I n turn this would be detrimental for gl ob




Concl usi on

Focusing on trade policy, multilateral reduction
empl oyment. Arguments in favour of protectionisnm
di scussed in a broader context. Saving a few job
danger many more jobs in related industries. The
industries, but also to services: customer suppo
jobs as wel | . Even if a country manages to avoid
its economy depending on how connected the prote
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