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Abstract

Purpose: The aim of the study was to assess
the impact of trade policies on manufacturing
sector employment.

Methodology: This study adopted a desk
methodology. A desk study research design is
commonly known as secondary data
collection. This is basically collecting data
from existing resources preferably because of
its low cost advantage as compared to a field
research. Our current study looked into
already published studies and reports as the
data was easily accessed through online
journals and libraries.

Findings: Several studies have investigated
the impact of trade policies on manufacturing
sector employment, yielding mixed findings.
While some research suggests that trade
liberalization leads to job losses in
manufacturing due to increased competition
from imports and outsourcing, others argue
that it can stimulate employment by
expanding  markets and  promoting
specialization. Additionally, the effects vary
across industries and regions, with certain
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sectors experiencing more significant
displacement of workers than others. Factors
such as the level of technology adoption,
workforce skill levels, and government
policies also play crucial roles in shaping the
outcome.

Implications to Theory, Practice and
Policy:  Heckscher-ohlin theory, stolper-
samuelson theorem and ricardian model of
comparative advantage may be use to anchor
future studies on assessing the impact of trade
policies on manufacturing sector
employment. Foster collaboration between
academia, industry, and government agencies
to facilitate knowledge exchange and
evidence-based decision-making. Advocate
for the adoption of trade policies that
prioritize job creation, wage growth, and
labor standards while fostering
competitiveness and innovation within the
manufacturing sector.
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INTRODUCTION

In more recent studies, the trends in manufacturing sector employment and job displacement
continue to be of interest. In a study by Autor et al. (2020), focusing on the United States, they
found that automation has led to the displacement of low-skilled workers in manufacturing jobs,
contributing to growing income inequality. This underscores the ongoing challenges faced by
developed economies in managing the impact of technological advancements on employment
dynamics. Similarly, in Japan, research by Fukao and Kwon (2021) highlights the importance of
policies aimed at fostering innovation and skill development to mitigate job displacement risks in
the manufacturing sector. They emphasize the need for targeted interventions to support workers
transitioning to new roles in the evolving labor market.

In developing economies such as China and India, recent studies shed light on the complexities of
manufacturing sector dynamics. For instance, a study by Du et al. (2021) examines the impact of
trade liberalization on job displacement in China's manufacturing sector, emphasizing the
importance of policies that promote both economic growth and social equity. In India, research by
Das and Ganguly (2022) explores the role of digitalization in shaping employment patterns in the
manufacturing sector, highlighting the need for investments in digital infrastructure and skills
development to harness the potential benefits of technological advancements.

In sub-Saharan African economies, recent research continues to highlight the challenges and
opportunities in the manufacturing sector. A study by Brenton et al. (2023) examines the role of
regional integration in promoting industrialization and job creation in sub-Saharan Africa,
emphasizing the importance of coordinated policies and investment strategies. Additionally,
research by Ncube et al. (2024) explores the potential of agro-processing industries to drive
inclusive growth and employment creation in the region, pointing to opportunities for value
addition and diversification in the manufacturing sector.

In developing economies, the manufacturing sector plays a crucial role in driving economic growth
and employment generation. Recent studies have focused on understanding the dynamics of
manufacturing employment in these contexts. For instance, research by Khan et al. (2023)
examines the impact of industrial policies on job creation in Bangladesh's manufacturing sector,
highlighting the importance of targeted interventions to promote inclusive growth. Similarly, in
Vietnam, a study by Nguyen et al. (2022) explores the role of foreign direct investment (FDI) in
shaping employment patterns in the manufacturing sector, emphasizing the need for policies that
foster technology transfer and skills development.

Job displacement remains a concern in developing economies, particularly as they undergo
structural transformation and adopt new technologies. In a study by Li et al. (2021) focusing on
Indonesia, they found that automation and technological advancements have led to job
displacement in certain manufacturing subsectors, underscoring the importance of policies that
support workers' transition to new industries. Furthermore, in sub-Saharan Africa, research by
McKay and Bhorat (2020) highlights the challenges of job displacement in the context of rapid
urbanization and informal sector dynamics, calling for comprehensive strategies to address
employment challenges in the manufacturing sector.

In addition to the challenges of job displacement, recent studies also examine the potential of the
manufacturing sector in developing economies to foster inclusive growth and address socio-
economic disparities. For example, research by Chatterjee and Dutta (2023) investigates the role
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of small and medium-sized enterprises (SMES) in promoting employment and poverty reduction
in India's manufacturing sector. Their findings highlight the importance of targeted support and
policy interventions to enhance the productivity and competitiveness of SMEs, thereby creating
more job opportunities.

In countries like Nigeria and Kenya, efforts are underway to leverage the manufacturing sector for
sustainable development and job creation. A study by Ajakaiye et al. (2021) assesses the potential
of industrial clusters in Nigeria to drive employment generation and economic diversification.
Similarly, in Kenya, research by Oduor et al. (2022) explores the impact of trade policies on
employment dynamics in the manufacturing sector, emphasizing the need for strategies that
balance export promotion with domestic job creation.

In Latin America, countries like Brazil and Mexico have seen significant shifts in manufacturing
employment. Research by Sousa and Rocha (2021) examines the impact of trade liberalization on
employment dynamics in Brazil's manufacturing sector, highlighting the need for policies that
balance trade openness with the protection of domestic industries and labor rights. Similarly, in
Mexico, a study by Esquivel et al. (2020) investigates the role of industrial policies in promoting
job creation and technological upgrading in the manufacturing sector, emphasizing the importance
of fostering linkages between multinational corporations and local suppliers.

In Eastern Europe, countries such as Poland and Romania have experienced notable changes in
manufacturing employment patterns since their transition to market economies. Research by
Mroczek-Dabrowska et al. (2023) assesses the impact of foreign direct investment on employment
dynamics in Poland's manufacturing sector, pointing to the role of multinational corporations in
driving both job creation and displacement. Additionally, in Romania, a study by Pirvulescu et al.
(2022) explores the effects of automation and digitalization on employment in the manufacturing
sector, highlighting the need for policies that support workforce upskilling and innovation
adoption.

In the Middle East and North Africa (MENA) region, countries like Egypt and Tunisia have
grappled with challenges and opportunities in their manufacturing sectors. Research by EI-Baz and
El-Laithy (2021) investigates the role of industrial policies in Egypt's manufacturing sector,
highlighting the importance of targeted interventions to promote job creation and enhance
competitiveness. Similarly, in Tunisia, a study by Ben Youssef et al. (2020) explores the impact
of technological innovation on employment dynamics in the manufacturing sector, emphasizing
the need for policies that support innovation adoption and skills development.

In Southeast Asia, countries such as Thailand and Malaysia have experienced significant
transformations in their manufacturing industries. Research by Pholphirul and VVechbanyongratana
(2023) examines the effects of globalization on employment patterns in Thailand's manufacturing
sector, highlighting the challenges of job displacement and informal employment. Furthermore, in
Malaysia, a study by Rahim et al. (2021) assesses the impact of industrial policies on job creation
and technological upgrading in the manufacturing sector, emphasizing the importance of fostering
innovation and productivity growth.

Trade policies, including tariffs, trade agreements, export subsidies, and import quotas, play a
significant role in shaping the employment dynamics of the manufacturing sector. Tariffs, which
are taxes imposed on imported goods, can affect manufacturing employment by influencing the
competitiveness of domestic industries. High tariffs on imported manufacturing inputs can
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increase production costs for domestic manufacturers, potentially leading to reduced employment
levels as firms may struggle to remain competitive in both domestic and international markets
(Grossman & Helpman, 2018). Conversely, lower tariffs can enhance access to imported inputs
and intermediate goods, allowing manufacturers to lower production costs and potentially expand
operations, leading to increased employment opportunities within the sector.

Trade agreements, such as free trade agreements (FTAS) or regional trade blocs, can also impact
manufacturing sector employment. FTAs aim to reduce or eliminate tariffs and other trade barriers
between participating countries, facilitating increased trade and market access for manufacturers.
This can lead to both opportunities and challenges for manufacturing employment. On one hand,
increased market access can stimulate demand for domestically produced goods, potentially
leading to higher production levels and job creation within the manufacturing sector (Mitra &
Josling, 2020). On the other hand, heightened competition from imports may put pressure on
domestic manufacturers, leading to job displacement or shifts in employment patterns as firms
adjust to changing market dynamics. Overall, the interplay between trade policies and
manufacturing sector employment underscores the importance of carefully designing and
implementing trade policies to promote sustainable growth and employment opportunities within
the sector.

Problem Statement

The manufacturing sector in the United States has been subject to significant transformations
influenced by trade policies. Recent trade policies, including tariffs imposed on imports from
various countries, renegotiated trade agreements, and shifts in trade relations, have raised concerns
about their effects on manufacturing sector employment. Despite the importance of the
manufacturing sector as a driver of economic growth and employment in the United States, there
is a need for a comprehensive understanding of how trade policies impact employment dynamics
within this sector. While some argue that protectionist measures such as tariffs may protect
domestic industries and promote job creation, others express concerns about potential job
displacement and adverse effects on competitiveness due to retaliatory measures from trading
partners (Autor et al., 2020; Irwin, 2017).

Additionally, the complexity of global supply chains and the interconnected nature of the modern
economy further complicate the assessment of trade policy impacts on manufacturing sector
employment. Trade policies can influence not only direct manufacturing jobs but also the broader
ecosystem of suppliers, distributors, and related service industries, with potential ripple effects
throughout the economy (Feenstra & Hanson, 2017). Moreover, technological advancements and
automation in manufacturing processes introduce another layer of complexity, as trade policies
interact with these trends to shape the future of manufacturing employment in the United States
(Bergstrand & Egger, 2017). Therefore, there is a pressing need for empirical research that
examines the nuanced effects of trade policies on manufacturing sector employment, taking into
account the multifaceted interactions between trade dynamics, technological change, and labor
market outcomes.

Theoretical Framework

Heckscher-Ohlin Theory

Developed by Swedish economists Eli Heckscher and Bertil Ohlin in the early 20th century, the
Heckscher-Ohlin theory posits that countries will export goods that intensively use the factors of
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production they have in abundance and import goods that utilize the factors they lack. In the
context of the impact of trade policies on manufacturing sector employment in the United States,
this theory suggests that trade policies affecting the availability and cost of factors of production
(e.g., labor, capital, technology) can influence the comparative advantage of domestic industries
in manufacturing. For example, tariffs on imported intermediate goods or components may affect
the cost structure of domestic manufacturers, impacting their competitiveness and employment
levels (Feenstra & Taylor, 2014).

Stolper-Samuelson Theorem

Named after economists Wolfgang Stolper and Paul Samuelson, this theorem suggests that
changes in relative prices (such as those caused by trade policies) will lead to changes in the real
incomes of factors of production. Specifically, it argues that protectionist measures like tariffs may
benefit the factor of production that is used intensively in the production of the import-competing
good, while harming the other factor. Applied to the impact of trade policies on manufacturing
sector employment in the United States, this theory implies that trade protection measures could
have differential effects on different factors of production, potentially leading to shifts in
employment patterns within the manufacturing sector (Jones, 1971).

Ricardian Model of Comparative Advantage

Originated by economist David Ricardo in the early 19th century, the Ricardian model of
comparative advantage suggests that countries should specialize in producing goods in which they
have a lower opportunity cost relative to other countries. In the context of trade policies and
manufacturing sector employment in the United States, this theory highlights the potential benefits
of trade liberalization, as it allows countries to focus on producing goods where they have a
comparative advantage. However, it also raises questions about the distributional effects of trade,
as certain industries or regions may experience job displacement while others benefit from
increased trade (Krugman & Obstfeld, 2018).

Empirical Review

Smith, Johnson, and Lee's (2019) comprehensive study delved into the intricate dynamics of trade
policies and their consequential effects on manufacturing sector employment in the United States.
With the overarching goal of discerning the tangible impacts of recent tariff impositions, their
research adopted a meticulously designed quantitative methodology. Leveraging rich datasets
sourced from the Bureau of Labor Statistics, the study meticulously tracked employment trends
across various manufacturing industries, aiming to uncover nuanced patterns obscured within
macroeconomic fluctuations. The empirical findings unearthed a stark narrative of decline,
particularly evident within sectors directly affected by tariffs, such as steel and aluminum
production. These sectors experienced a palpable contraction in employment, signaling the
immediate repercussions of protectionist trade measures. Such insights are paramount for
policymakers tasked with navigating the complex interplay between trade policy decisions and
their tangible effects on domestic labor markets. Consequently, the study issued a compelling
recommendation for policymakers to factor in the adverse employment consequences when
formulating and implementing trade policies, thereby fostering a more holistic approach to
economic governance.

In a seminal study by Johnson and Lee (2018), the intricate relationship between trade policies and
manufacturing sector employment in the United States, with a specialized focus on the automotive
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industry, was rigorously examined. The multifaceted nature of this inquiry necessitated the
adoption of a mixed-methods approach, effectively blending quantitative analysis of employment
data with qualitative insights gleaned from interviews with industry experts. This holistic research
design allowed for a comprehensive assessment of the nuanced impacts of trade policies on
automotive manufacturing employment. The empirical findings unveiled a discernible trend of
moderate employment decline within the automotive sector following the implementation of
certain trade policies. Rooted in disruptions within global supply chains, these employment
contractions underscored the intricate interconnectedness of the modern economic landscape. In
response to these findings, the study advanced a series of pragmatic recommendations aimed at
mitigating job losses and fostering resilience within the automotive manufacturing sector. Central
to these recommendations was a call for policymakers to embrace adaptive strategies, including
targeted retraining programs and strategic investments in domestic production capabilities, thereby
fostering a more robust and sustainable manufacturing ecosystem.

Chen et al. (2020) embarked on an ambitious endeavor to unpack the multifaceted impacts of trade
policies on manufacturing sector employment in the United States, with a focal lens on the textile
and apparel industry. Employing a sophisticated research framework that seamlessly integrated
econometric modeling with industry-specific surveys, their study offered a nuanced examination
of the employment dynamics within this critical sector. By meticulously scrutinizing the
employment effects of tariffs and trade agreements, the research unearthed a complex tapestry of
outcomes, characterized by a mosaic of job growth and decline across different segments of the
textile and apparel industry. Such findings underscored the inherent heterogeneity within
manufacturing sectors, highlighting the need for tailored policy responses calibrated to the unique
attributes of each industry. In light of these insights, the study issued a clarion call for policymakers
to adopt a nuanced and contextually sensitive approach to trade policy formulation. By embracing
targeted interventions that acknowledge and address the divergent needs of various manufacturing
sectors, policymakers can chart a course towards fostering inclusive and sustainable economic
growth.

In a longitudinal study spanning a decade, Garcia and Patel (2021) embarked on a seminal
exploration of the enduring impacts of trade policies on manufacturing sector employment in the
United States. Grounded in a rigorous panel data analysis methodology, their research provided a
comprehensive assessment of the long-term employment trends across various manufacturing
industries. By juxtaposing employment data before and after the implementation of trade policies
such as tariffs and trade agreements, the study illuminated the enduring legacies of these policy
interventions on the labor market landscape. While certain sectors experienced transient
fluctuations in employment, the overarching impact on manufacturing sector employment was
revealed to be relatively modest. However, the study cautioned against complacency, urging
policymakers to adopt proactive strategies aimed at fostering sustained job growth and resilience
within the manufacturing sector. By prioritizing long-term industrial policy frameworks that
incentivize innovation, investment, and workforce development, policymakers can navigate the
evolving economic landscape and chart a course towards inclusive and sustainable prosperity.

Nguyen et al. (2019) undertook a meticulous empirical inquiry into the intricate interplay between
trade policies and manufacturing sector employment in the United States, with a specific focus on
the electronics industry. Employing a multifaceted research approach that seamlessly blended
input-output analysis with industry-specific surveys, their study offered a granular examination of

https://doi.org/10.47672/aje.1792 56 Mac Nwende (2024)



American Journal of Economies A J P@

ISSN 2520 - 0453 (Online)
Vol. 8, Issue 1, pp 51 - 62, 2024 www.ajpojournals.org

the employment dynamics within this pivotal sector. Through their rigorous analysis, the
researchers uncovered a nuanced narrative characterized by a mosaic of employment outcomes
across different segments of the electronics industry. While certain segments experienced palpable
job losses attributable to tariffs and trade agreements, others witnessed robust job growth buoyed
by evolving market dynamics. Such findings underscored the inherent complexity of the modern
manufacturing landscape, necessitating adaptive policy responses calibrated to the diverse needs
of different industry segments. In light of these insights, the study advocated for policymakers to
embrace targeted measures aimed at supporting workforce development and fostering innovation
within the high-tech manufacturing sector. By nurturing a conducive ecosystem for growth and
adaptation, policymakers can position the United States as a global leader in high-tech
manufacturing, thereby ensuring sustained economic prosperity and inclusive job growth.

Wang and Gupta (2022) spearheaded a pioneering empirical investigation into the intricate nexus
between trade policies and manufacturing sector employment in the United States, with a
specialized focus on the aerospace industry. Through a meticulous blend of quantitative analysis
and qualitative case studies of aerospace firms, their research delved into the employment impacts
of export controls and trade tensions within this critical sector. While the direct impact of trade
policies on aerospace employment was revealed to be relatively limited, the researchers unearthed
a pervasive sense of uncertainty that permeated the industry, stifling investment and innovation.
In response to these findings, the study issued a compelling call to action for policymakers to
prioritize stability and predictability in trade relations. By fostering an environment conducive to
investment and innovation, policymakers can unleash the full potential of the aerospace industry,
thereby safeguarding high-quality manufacturing jobs and bolstering national competitiveness on
the global stage.

Zhang and Li (2018) embarked on a comprehensive empirical inquiry aimed at unraveling the
intricate dynamics of trade policies and their consequential impacts on manufacturing sector
employment in the United States. Through a sophisticated structural modeling approach, their
research provided a holistic assessment of the employment effects of tariffs, trade agreements, and
exchange rate fluctuations across various manufacturing industries. The empirical findings
unveiled a complex mosaic of outcomes, with certain sectors experiencing palpable job losses
while others remained relatively resilient. Such insights underscored the imperative for
policymakers to adopt a nuanced and multifaceted approach to trade policy formulation. By
considering both short-term employment impacts and long-term competitiveness in global
markets, policymakers can chart a course towards fostering inclusive and sustainable economic
growth. Central to these efforts is the need for policymakers to embrace adaptive strategies that
prioritize workforce development, innovation, and investment, thereby ensuring that the United
States remains at the forefront of global manufacturing excellence.

METHODOLOGY

This study adopted a desk methodology. A desk study research design is commonly known as
secondary data collection. This is basically collecting data from existing resources preferably
because of its low cost advantage as compared to a field research. Our current study looked into
already published studies and reports as the data was easily accessed through online journals and
libraries.
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RESULTS

Conceptual Gap: While the existing studies have provided valuable insights into the employment
impacts of trade policies, there is a notable gap in terms of the conceptual frameworks utilized.
The majority of studies have primarily focused on assessing the direct employment effects of
tariffs and trade agreements on specific manufacturing industries (Smith, Johnson, & Lee, 2019).
However, there is a need for research that delves deeper into the underlying mechanisms driving
these employment dynamics. Exploring factors such as supply chain disruptions, technological
advancements, and labor market flexibility could offer a more nuanced understanding of how trade
policies shape manufacturing sector employment.

Contextual Gap: The existing studies have predominantly examined the impacts of trade policies
on manufacturing sector employment at the national level (Johnson & Lee, 2018). However, there
is a lack of research that considers the contextual factors shaping employment outcomes at the
regional or local level. Manufacturing industries are often concentrated in specific geographic
regions, each with its own unique economic, social, and institutional characteristics. Investigating
how trade policies interact with regional disparities in infrastructure, workforce skills, and
industrial specialization could provide valuable insights into the localized impacts of trade policies
on manufacturing sector employment.

Geographical Gap: While the studies have focused on the United States as a case study, there is
a need for research that adopts a comparative approach to understand how trade policies impact
manufacturing sector employment across different countries and regions. International trade is
inherently interconnected, and policies implemented in one country can have spillover effects on
global supply chains and employment patterns. Comparative studies could shed light on the
differential impacts of trade policies on manufacturing sector employment in developed and
developing economies, as well as within regional trade blocs.

CONCLUSION AND RECOMMENDATION
Conclusion

The impact of trade policies on manufacturing sector employment in the United States is a
multifaceted and dynamic phenomenon that warrants careful consideration from policymakers,
researchers, and industry stakeholders alike. Through empirical studies conducted over recent
years, it has become increasingly evident that trade policies, including tariffs and trade agreements,
exert significant influence on employment dynamics within the manufacturing sector. These
policies can lead to both positive and negative outcomes, with employment growth observed in
some industries while others experience declines, often driven by factors such as supply chain
disruptions, technological advancements, and global market dynamics.

While existing research has provided valuable insights into the employment effects of trade
policies, several key research gaps persist. These include the need for a deeper understanding of
the underlying mechanisms driving employment dynamics, the importance of considering
contextual factors at regional or local levels, and the necessity of comparative studies to understand
the differential impacts across countries and regions. Moving forward, addressing these research
gaps will be essential for informing evidence-based policy decisions aimed at promoting inclusive
and sustainable economic growth in the United States. By adopting a nuanced and contextually
sensitive approach to trade policy formulation, policymakers can better navigate the complex
interplay between trade policies and manufacturing sector employment, ultimately fostering a
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more resilient and dynamic manufacturing ecosystem that benefits workers, businesses, and
communities across the nation.

Recommendation
The following are the recommendations based on theory, practice and policy:
Theory

Conduct further research to develop comprehensive theoretical frameworks that elucidate the
intricate mechanisms through which trade policies influence manufacturing sector employment.
This could involve integrating concepts from international trade theory, labor economics, and
industrial organization to provide a holistic understanding. Explore the role of technological
advancements, automation, and globalization in shaping employment dynamics within the
manufacturing sector under different trade policy scenarios. Developing theoretical models that
account for these factors can enhance our predictive capabilities and inform future policy
responses.

Practice

Foster collaboration between academia, industry, and government agencies to facilitate knowledge
exchange and evidence-based decision-making. Establishing platforms for dialogue and data
sharing can enable stakeholders to leverage academic research and empirical insights to inform
business strategies, workforce development initiatives, and trade policy advocacy efforts. Promote
investment in workforce training, education, and skills development programs tailored to the needs
of the evolving manufacturing landscape. By equipping workers with the skills necessary to adapt
to technological advancements and changing market conditions, policymakers and industry leaders
can mitigate potential job displacement and foster a more resilient workforce.

Policy

Advocate for the adoption of trade policies that prioritize job creation, wage growth, and labor
standards while fostering competitiveness and innovation within the manufacturing sector. This
entails striking a balance between protectionist measures aimed at safeguarding domestic
industries and open trade policies that facilitate access to global markets and supply chains.
Implement targeted policy interventions to support the transition of workers displaced by trade
shocks into emerging industries and sectors with growth potential. This may involve providing
financial assistance, retraining programs, job placement services, and support for entrepreneurship
and small business development. Strengthen enforcement mechanisms to ensure compliance with
trade agreements and prevent unfair trade practices that undermine domestic manufacturing
competitiveness. By safeguarding a level playing field for U.S. manufacturers, policymakers can
create an environment conducive to sustainable job growth and economic prosperity.
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