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Abstract

By presenting an investigation of the impact of international trade protectionism on
the reconfigurations of the global value chains (GVCs), this paper challenges the
perceived assumption of ongoing globalization and the free flow of goods and ser-
vices. Building on the de-globalization and GVCs’ literature, we performed a his-
torical content analysis on 174 articles from 2016 to 2020 published in leading and
major national and international newspapers. Our findings suggest that international
trade protectionism has altered the landscape of GVCs by causing widespread dis-
ruption to their functioning, thus making them prone to future external policy risks.
Such disruption is having a varying impact on various industries, whereby it is caus-
ing greater harm to those industries that are more global in nature and thus rely on
global suppliers. We draw implications of our findings for research and practice.
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1 Introduction

There has been an increasing interest in understanding the impact of international
trade protectionism on the global organization and adaptive reconfigurations of
value chain activities (e.g., Evenett, 2019; Gereffi et al., 2021). The move towards
protectionism started in the wake of the 2008 financial crisis, with many econom-
ically developed governments enacting populist policies and measures encourag-
ing the local sourcing of supplies in order to protect their local industries and jobs
(cf. Constantinescu et al., 2020a, 2020b). Such policy interventions have attracted
significant interest, which was stimulated by the attempt made by the 45th Presi-
dent of the United States, Donald Trump, to surrender the US’s global leadership
and replace it with a more inward-looking and fortress-like mentality (Prasad,
2021), which led to the US-China trade war. This significant shift of globaliza-
tion toward international trade protectionism emphasizes the implicit assumption
- made by the international business (IB) literature over the past decades - that
globalization is ongoing and accelerating (Contractor, 2021; Williamson, 2021).
Under this assumption, the dominant IB studies have examined the causes of glo-
balization and its effects on the activities of multinational enterprises (MNEs) (cf.
Buckley & Ghauri, 2004; Petricevic & Teece, 2019). In contrast, relatively lim-
ited studies have paid attention to the reverse processes - i.e., ‘de-globalization’
or ‘anti-globalization’ related protectionism measures - and their implications for
the reconfiguration of GVCs (Casadei & Iammarino, 2021; Schrage & Rasche,
2022). As some estimates suggest that around 80% of global trade is under-
taken through GVCs (e.g., UNCTAD, 2013), and in such a context protectionism
measures and trade wars between the USA and China can have significant con-
sequences for the GVCs. Rising protectionism also reflects the slowing down of
globalization, suggesting far reaching implications for firms (cf. Evenett, 2019).
This research gap is amplified by the significant numbers of pro-market and
pro-globalization reforms that many of the emerging Asian and Latin American
economies have enacted in the early twenty-first century with the aim of provid-
ing MNEs with significant opportunities to fine slice their GVC activities in terms
of integrating, coordinating, and communicating with geographically dispersed
partners to co-create value (Benito et al., 2019) and of effectively competing in
the global marketplace (Buckley & Ghauri, 2004; Buckley et al., 2017; Khan
et al.,, 2018). The organization of global economic activities under GVCs has
enabled global learning and the rapid expansion of ideas through the exchange
of technology and human capital, thus contributing to lower production costs,
higher specialization levels, and more innovative products and services (Cuervo-
Cazurra et al., 2020; Umar et al., 2021). The resulting vibrant international eco-
nomic activities have also promoted societal welfare and fostered wealth and job
creation (Bonfanti et al., 2018; Pitelis & Teece, 2018). Furthermore, GVCs’ role
is becoming extremely important in achieving sustainable economic growth and
development and given these benefit, several international organizations have
made GVCs as part of their policymaking agenda (cf. Gereffi, 2019). Various
countries from Asia to Latin America have benefited through their insertion into
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GVCs. For instance, the participation of southern-based small suppliers in GVCs
has been noted to be crucial in improving their so-called economic upgrading
prospects through the flow of valuable knowledge from lead firms - MNEs (Ernst
& Kim, 2002; Gereffi, 1999; Gereffi & Frederick, 2010). Economic upgrading
refers to a process whereby economic actors - countries and firms - move to
higher value activities in GVCs (Gereffi, 2005, p. 171). It is also considered to be
their passport to entry into international markets (Gereffi & Lee, 2016; Humphrey
& Schmitz, 2002; Ponte & Sturgeon, 2014).

To address the aforementioned gaps in the extant literature, our study built on the
nexus between the de-globalization and GVCs literature to investigate the impact of
international trade protectionism on the reconfiguration of GVCs and further explore
its boundary conditions. Specifically, we aimed at answering the following two fun-
damental questions: (1) “What are the implications of international trade protec-
tionism for GVCs?” and (2) “What risk mitigation response strategies are suited to
manage trade protectionism and develop resilient GVCs?” In answering these two
questions, we focused on a set of US protectionism measures enacted during the
Trump era and maintained by the current administration of President Biden, and dis-
cussed their implications for the reconfiguration of GVCs in terms of their control
and coordination. This context is important in light of the aggressive protection-
ist measures enacted by the US against China and other trading partner countries
- which have led to the decoupling of value chain activities (Casadei & Iammarino,
2021). For instance, the USA has withdrawn from the Trans-Pacific Partnership
agreement, renegotiated free trade agreements with Mexico and Canada under
the umbrella of NAFTA, and enacted a range of new tariffs on goods and services
(Noland, 2018). In addition, MNEs, as lead firms from the US, are the major actors
behind the global organization and coordination of GVCs; thus, such context pro-
vides important insights into the changing geography of GVCs as well as their resil-
ience. To understand the US trade protectionism measures and their implications for
GVCs, we examined 174 newspaper articles published between 2016 and 2020 in
broadsheet newspapers (The New York Post, The New York Times, and Newsday) and
specialist business publications (The Financial Times, The Wall Street Journal, and
Bloomberg). In doing so, we made three contributions to the international business
literature. Equally importantly, given that the extant IB studies have rarely employed
historical accounts to research important IB topics (cf. Buckley, 2020; Kotabe &
Kothari, 2016), we deployed unique historical research methods, thus compiling and
reconciling empirical evidence relating to US trade protectionism and the reconfigu-
ration of GVCs.

Our findings contribute to the IB, de-globalization, and the GVCs literature in
several important ways. First, the IB literature makes the implicit assumption that
globalization is relentlessly accelerating (Kim et al., 2020; Wu et al., 2021). Con-
versely, our study drew on the de-globalization literature to challenge this implicit
assumption. We conceptualized international trade protectionism as a specific form
of de-globalization (Luo et al., 2021) and proposed that it acts as a driver to shape
policy reforms and tariffs in order to control the activities of GVCs and spur local
economic activities for low-skilled workers, thus leading to the reconfiguration of
GVCs from the global to the regional and local scale. Our efforts to identify this
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link have significant implications for both theory and practice. Our other important
contribution to the IB literature is that we took a step toward exploring the potential
influence of international trade protectionism on GVCs by taking into account vari-
ous industries as a boundary condition, as more globalized industries rely far more
on global suppliers of components, which certainly poses both more opportunities
for and threats to the functioning and coordination of GVCs (Kobrin, 2017; Pan-
garkar & Wu, 2013), an aspect that is virtually neglected in the IB literature. We,
therefore, filled this gap in the dominant IB studies.

Second, our study makes important contributions to both the de-globalization and
GVCs literature. The de-globalization literature suggests that changes in the global
structural and political systems to protect national economies from immigrants have
serious implications for IB and the vulnerability of GVCs (Ciravegna & Michailova,
2022; Witt, 2019). Relatedly, the international trade protectionism measures enacted
by governments are expected to limit the international transfer of the tacit knowl-
edge that resides in global excellence centers (Buckley et al., 2017), restrict the free
movement of goods and shift production to geographically dispersed locations to
reduce costs (Cuervo-Cazurra et al., 2020), and disharmonize those international
trade policies that foster inequality and industrial decay (Hoffmann et al., 2020).
Unfortunately, we lack a systematic understanding of the nature and extent of inter-
national trade protectionism and its impact on GVCs (Kano et al., 2020; Meyer et al.,
2020). This has been echoed by those scholars who have called for more research
on “the potential impact of various expressions of the renewed protectionism, such
as Brexit and Trumpism, on GVCs” (Kano et al., 2020, p. 615). Our study hence
responds to this call by exploring the potential impacts of trade protectionism on
GVCs, with the core argument that trade protectionism poses serious challenges to
their activities. It thereby advances the de-globalization literature by not only plac-
ing de-globalization in the context of international trade protectionism, which has
been little explored but also exploring the consequences of such protectionism.

On the other hand, our study also contributes to the GVCs’ literature, which suggests
that a clear pattern of dispersed and fragmented international MNE business activi-
ties emerges where offshore production sites located in low-cost developing countries
are closely linked with consumers in developed markets (Kano et al., 2020; Sinkovics
et al., 2019). The critical role played by GVCs in international business, alongside
the populist and nationalist rhetoric that is emerging from developed markets (e.g.,
the US), has generated a severe backlash against globalization and the very nature
of GVCs due to the disappearance of local companies and firing of workers result-
ing from increased foreign competition (Ambos et al., 2020). The global integration
of value chain activities is disrupted by import tariffs, anti-globalization policies, and
restrictions on the migration of skilled labor for the free flow of ideas and knowledge
through GVCs (Epede & Wang, 2022). Institutional changes have reversed the globali-
zation trend, with governments implementing protectionist measures and weakening
global institutions such as the World Trade Organization (Glaister et al., 2020; Kob-
rin, 2017). Globalized industries are increasingly more likely to be severely affected
by trade protectionism - in the form of increased tariffs and trade restrictions to reduce
imports in an attempt to protect domestic sectors and boost local employment (Li &
Whalley, 2020), which limits the trade activities of MNEs and restrains the free flow
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of goods, services, and capital across borders (Evenett, 2019). This situation has been
made more complicated, for example, by the US’s ‘America First’ policy (Kazin, 2016)
stance, resulting in the initiation of strict industrial policies and tariff wars aimed at
curtailing imports from Canada, Mexico, Europe, and China. We advance the GVCs
literature by connecting it with the de-globalization literature (Buckley, 2009; Czinkota,
1986), which had hitherto been largely viewed as separate despite being closely associ-
ated. We synthesize the key insights and establish the link between the two streams of
literature, proposing that trade protectionism plays a key role in shaping policy reforms
and tariffs in order to control GVC activities and spur local economic activities for low-
skilled workers.

Besides contributing to knowledge, our study has practical and policy implica-
tions. First, it provides insights to MNEs’ decision-makers about changing global
market environment. Given the fact that the trade protectionist measures by gov-
ernments are increasing trade barriers for MNEs and disrupting GVCs, it is vital
for MNEs to consider macro-economic factors including protectionism policies that
undoubtedly determine the effectiveness of GVCs (Casadei & Iammarino, 2021).
This high-level consideration is particularly relevant for those decision-makers of
MNEs who are doing the cost—benefit analysis of developing and nurturing GVCs.
The consequence of protectionism having disrupted GVCs is that the over-reliance
on global partners affected the operations of MNEs, thereby reducing their profit-
ability. Therefore, decision-makers must determine which activities should be out-
sourced to global partners and which should be assigned to regional partners. By
doing this, MNEs can diversify their outsourcing activities at both regional and
global levels, therefore achieving profit gains even during disruptive events. Moreo-
ver, this study has important implications for policies and policy-makers. On the
one hand, there is an urgency for policies that should reduce trade deficits and cut
the import tariff revenue losses suffered by MNEs in order to improve their com-
petitiveness. On the other hand, it is vital for policy-makers to pay greater attention
to the populace with low education levels and low skill sets, who are vulnerable to
ever-changing job environments, since these marginalized low-skilled workers who
forced the de-globalization movement desperately need their governments to take
actions by, for instance, creating favorable policies to help and protect them as well
as providing them with training opportunities (Cha et al., 2021).

The remainder of this paper is structured as follows. Next, we review the liter-
ature on GVCs and trade protectionism. We then detail our methodology with an
explanation of the data collection and analysis process. Subsequently, we present
our findings on how US trade protectionism affects the GVC activities of MNEs.
Before concluding, we present the theoretical and practical implications of our study
as well as its limitations.
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2 Literature Review
2.1 The Nexus of International Business and Global Value Chains

GVCs, which refer to the complex linkages between geographically dispersed firms
for the production of different goods (Gereffi, 1996; Nadvi & Halder, 2005), have
attracted significant scholarly interest for over two decades (Contractor et al., 2015;
Dindial et al., 2020; Humphrey & Schmitz, 2002; Wieland et al., 2020). The GVCs
approach has been utilized to understand the potential enabling role played by sourc-
ing linkages in the upgrading of companies located in developing economies (Hum-
phrey & Schmitz, 2002; Pietrobelli & Rabellotti, 2011). One of the central elements
of the GVCs framework is that it points out how value is created through upgrad-
ing in supplier-customer constellations (Boder, 2006). However, despite their similar
issues and complementarity of ideas, the GVCs and IB literature has been devel-
oped from different perspectives and advanced along separate streams. This is evi-
dent from the debates ongoing within the IB community, which suggest that the IB
domain “has evolved almost independently from research on the very same phenom-
ena in other disciplines” (Buckley et al., 2017, p. 1050). There are many comple-
mentarities between the IB and GVCs fields as the former emphasizes the orchestra-
tor of the firms and the governance of the GVCs (Buckley et al., 2017), and the latter
is concerned with the maintenance or improvement of supplier positions and their
insertion into GVCs (Boder, 2006; Danskin et al., 2005). Against this background,
our study integrates IB and GVCs streams of research in order to understand the
impact of international trade protectionism on the global reconfiguration of GVCs,
thus enhancing our understanding of an important global phenomenon.

2.2 The Degeneration of Global Value Chains

As ‘lead firms’, MNEs are increasingly involved in international trade through geo-
graphically dispersed value chains that involve both global factories and independ-
ent contractors providing production facilities at different stages of the production
process (Murphree & Anderson, 2018). Such linkages offer the advantages of supe-
rior scale, spatial flexibility, and lower costs through a combination of different fac-
tors, such as access to cheap and well-trained labor, closeness to natural resources,
increasing efficiency of global logistics providers, and the innovation and market-
ing ability of partners (Dicken, 2015; Gereffi, 2018). From the knowledge perspec-
tive, scholars argue that connectivity with global value chain partners allows MNEs
to acquire knowledge from host countries and transfer it back to headquarters for
innovation and competitiveness (Ferraris et al., 2020; Ganguly et al., 2019). Accord-
ingly, MNEs continuously reconfigure their GVCs to exploit enduring variations in
competencies and labor markets in order to seize value from their overall operations
(Buckley et al., 2019).

Participation in GVCs enables MNEs to concentrate on tasks that provide sus-
tainable competitive advantages (Magnani et al., 2019; Sinkovics et al., 2019)
while outsourcing any non-essential activities (Bertrand, 2011). Specifically,
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MNEs engage in GVCs to buy inputs or components from foreign suppliers
characterized by lower costs, particularly labor costs (Ryan et al., 2020). In
addition to this cost advantage, GVCs enhance the capabilities and knowledge of
MNEs by providing them with foreign location-specific advantages (De Marchi
et al., 2020; Kim & Aguilera, 2016). Participation in GVCs also has an effect on
organizational learning and product innovation that promote MNEs’ position in
the global economy (Gereffi & Lee, 2012; Scuotto et al., 2020). This line of rea-
soning has led international organizations [e.g., World Bank, International Mon-
etary Fund (IMF)] to increasingly pressure countries to integrate within GVCs
as a means to achieve inclusive and sustainable economic growth and develop
local capabilities (Gereffi & Frederick, 2010; IMF, 2019b).

Despite the potential benefits of GVCs, geographically dispersed and complex
global networks increase risk - this, in turn, makes GVCs more vulnerable to
disruption (Park et al., 2016). GVC disruption can be defined as any interrup-
tion caused by unplanned and unforeseen events in the normal flow of materials
across dispersed value chains (Craighead et al., 2007). Scholars and practition-
ers argue that GVCs - being long, complex, and dispersed - have become more
susceptible to disruption over the last few years (Fartaj et al., 2020; Gaur et al.,
2020; Scheibe & Blackhurst, 2018). As a consequence, GVC disruption exposes
firms to potential financial and operating risks. For example, prior studies have
shown that GVC disruption can cause a 33% to 40% decline in the stock market
price of a firm (Baghersad & Zobel, 2021; Hendricks & Singhal, 2003; Li et al.,
2016). In addition, disruption in a GVC can affect the functionality of other
value chain elements, such as downstream or upstream value activities (Haber-
mann et al., 2015). Thus, it is vital to understand the factors that affect the pro-
liferation of disruption and fragmentation in GVCs (Park et al., 2016; Scheibe &
Blackhurst, 2018).

In this regard, some previous studies have investigated GVC disruption fac-
tors by classifying them as inbound and outbound (Svensson, 2002), whereas
others have categorized them based on their nature, such as natural disasters,
intellectual property, inventory, and supply risks (as summarized in Table 1)
(Arto et al., 2015; Chopra & Sodhi, 2004; Crestanello & Tattara, 2011). Fur-
thermore, there are limited insights into the potential impacts of industrial risks
- such as the collapse of sales due to competition (Hendricks et al., 2009) - or
political risks, including red tape, expropriation, and non-fulfillment of con-
tracts by governments (Lee et al., 2020). Remarkably, to date, little research has
paid attention to trade protectionism - which is a backlash against globaliza-
tion - as a cause of GVC disruption, and the area remains underexplored (Kano
et al., 2020). This is an important shortcoming in the literature because the idea
of liberal democracy and free markets is being questioned (e.g., Brexit in the
UK or the disclaiming of trade agreements in the US), leading to catastrophic
global conflicts and GVC tensions (Casadei & Iammarino, 2021; Kobrin, 2017).
Protectionist policies may disrupt the functioning of GVCs (McWilliam et al.,
2020); for example, they may cause the retrenchment of manufacturing activities
in low-cost offshore countries (Kano et al., 2020; Luo et al., 2021). As a result
of their far-reaching consequences, it becomes even more critical to develop
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resilient GVCs in order to sustain the impact of trade protectionism. Accord-
ingly, our study took the aforementioned research gaps as the departure point
from which to consider the implications of trade protectionism for GVC disrup-
tion and future resilience. Table 1 shows key research on GVCs’ disruption.

2.3 De-globalization: The Rise of Trade Protectionism

De-globalization - i.e., the process of weakening interdependency between countries
(Petricevic & Teece, 2019; Witt, 2019) - has been ongoing for several years. The
process is being underpinned by trade protectionism; government-level initiatives
aimed at protecting domestic markets by imposing import tariffs, the strict enforce-
ment of product standards, and policy regimes (Evenett, 2019; Grundke & Moser,
2019). The proponents of de-globalization argue that trade protectionism safeguards
the sovereignty of countries (Enderwick, 2011). For example, some countries place
restrictions on the foreign ownership of their airlines to protect their national and
cultural integrity (Williams, 2017). However, several scholars have voiced their con-
cerns that trade protectionism can affect MNEs by increasing the costs of GVCs and
those linked to the exchange of tacit knowledge (Abboushi, 2010; Bown & Irwin,
2019). With trade protectionism measures, a government can restrict the exchange
of products, which leads to a decrease in the financial returns on foreign direct
investment (FDI) because of disruption in GVCs (Evenett, 2019). Protectionism
can offset any gains linked to cross-border sourcing and encourage firms to source
locally, consequently fostering de-globalization (James, 2018). This state of affairs
was also acknowledged by The Economist in its January 2017 cover story, which
averred that global companies are “in retreat” during the “era of protectionism” and
“the advantages of scale and ... arbitrage have worn away.” In addition, the CEOs
of world-leading firms have expressed their views on the globally changing business
landscape and its implications for GVCs. For example, Jeff Immelt, CEO of General
Electric (GE), said that “In the face of a protectionist global environment, compa-
nies must navigate the world on their own. We must level the playing field, without
government engagement. This requires dramatic transformation. Going forward: We
will localize” (Immelt, 2016); this was further reinforced by Joe Kaeser, CEO of
Siemens, who stated that “localization will matter more” (Bradsher, 2019). How-
ever, there is a lack of evidence in support of the argument that trade protectionism
has changed the international business landscape by disrupting GVCs (De Marchi
et al., 2020; Kano et al., 2020). Our study, therefore, was aimed at understanding the
extent to which GVCs are being disrupted by the introduction of trade protectionism
measures by governments.

IB scholars have been calling for work integrating international business and
GVCs (De Marchi et al., 2020). The IB literature stream argues that trade regulations
are diverting international cooperation toward the exploration of local solutions. The
situation is compounded by the trade protectionism emerging in numerous countries,
the US among them. Trade protectionism policies are underpinned by systematic
competition for economic powers, which may lead to a widespread global economic
divide (Kobrin, 2020; Petricevic & Teece, 2019). Despite some speculations made
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regarding the negative consequences of protectionism, the IB literature has failed to
provide empirical evidence for its influence on GVCs. Thus, this field specifically
demands scholarly research aimed at bridging this gap and providing solutions for
the protection of GVCs (McWilliam et al., 2020). This line of enquiry is critical
because the GVCs of global firms may suffer serious consequences as a result of
trade protection. As the IB literature assumes that globalization will keep surging
(Contractor, 2021; Kim et al., 2020; Wu et al., 2021), our study contributes to it by
considering trade-protectionism as a de-globalization activity.

At the same time, the literature stream on GVCs also points out that these may
suffer negative consequences due to trade protectionism mainly because they are
relation-specific investments, which require the flow of information and power
asymmetries between partners (Strange & Humphrey, 2019) in relationships that are
often sensitive to policy uncertainty (Constantinescu et al., 2020a, 2020b). A recent
multidisciplinary review of the literature on GVCs also pointed out the need to
understand the influence of protectionism in this context (Kano et al., 2020). Hence,
consistent with the demand for scholarly work on economic-government realign-
ment in the IB and GVC literature, the examination of trade protectionism and GVC
relationships is deemed critical (Zhan, 2021). Although recent research has pos-
tulated that protectionism may disrupt GVCs and should therefore be investigated
(McWilliam et al., 2020), hardly any scholarly work has yielded response strategies
suited to manage protectionism and develop resilient GVCs. Hence, our study fills
the gap by answering two research questions - one pertaining to our understanding
of the implications of trade protectionism on GVCs, and the other aimed at yield-
ing possible risk-mitigation response strategies suited to managing trade protection-
ism and developing GVC resilience - and considering the industry effects. Thus, our
study contributes to theoretical knowledge in the multi-disciplinary area of GVC
and IB.

3 Methodology
3.1 Empirical Setting and Research Methods

The US initiated trade protectionism provides an excellent empirical setting for this
study due to several reasons. First, the U.S. had hitherto been the world’s biggest
supporter of open trade (Czinkota & Ronkainen, 2009; Feinberg, 2003), and remains
one of the most important players in the World Trading System. However, during his
2016 presidential election campaign, Mr. Trump criticized China and other trading
partners for stealing American jobs (Huang & Kim, 2019). Accordingly, the myth
of free trade has come crashing down in the US, with the rise of a focus on de-
globalization (Gande et al., 2020; Witt, 2019). As part of the ‘America First’ policy
(Kazin, 2016), a series of tariffs have been imposed to reduce the trade deficit, thus
moving away from free trade agreements to bilateral trade deals. This scenario is
ideal for the study of US trade protectionism (Sinkovics et al., 2018). Second, the
US is an important hub of complex global GVCs (OECD, 2019). The looming trade
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wars between the US and its major trading partners, especially China, have raised
uncertainty in regard to the global economic recovery process (Gereffi, 2019). Third,
although US protectionism is aimed at protecting domestic firms from externality
problems and cost disadvantages in their competition with foreign counterparts,
global integration offers a rich variety of knowledge and perspectives from diverse
geographic regions (Harrison et al., 2018). It is therefore vital to explore the impli-
cations of US trade protectionism for GVC reconfiguration. To do so, we took a his-
torical approach using secondary data, as we now discuss in further detail.

3.2 Data Collection

In order to explore the US-China trade protectionism measures and their implica-
tions for GVCs, we utilized secondary data sourced from internationally published
newspaper articles. While newspaper articles are often used in conjunction with
other types of primary data for triangulation purposes (cf. Bluhm et al., 2011), they
can also serve as a stand-alone data source - particularly in cross-cultural or his-
torical research (Barkemeyer et al., 2020; Nguyen & Ozcaglar-Toulouse, 2021). For
example, Chen (2016) analyzed 314 newspaper articles to define a framework for
the marketing and positioning of cultural products. Similarly, Murphy et al. (2020)
performed document analysis to examine system-wide issues - such as the Northern
Ireland Conflict and Peace Process - and the actions contextually appropriate to the
achievement of the desired outcomes. This method was also used by Frig and Sorsa
(2020) to study the national branding of Denmark and Finland for the legitimization
of business sustainability and people’s aspirations associated with sustainable busi-
ness practices. With specific reference to the IB literature, Ancarani et al. (2019)
used data drawn from newspapers to understand the competitive priorities that lead
backshoring companies to adopt new technologies. IB scholars suggest that, given
the lack of traditional datasets suited to provide sufficient information on protec-
tionism, the examination of newspaper articles can provide unique insights into this
phenomenon (Aguinis et al., 2020; Nippa & Reuer, 2019). Also, newspaper data - as
opposed to primary ones - can reduce researcher and respondent bias, enable the
collection of large amounts of information, and facilitate replication (Rabinovich &
Cheon, 2011).

We focused on newspaper articles published between 2016 and 2020; this time-
frame was ideal because the trade protectionism measures that had been announced
during the US presidential election campaign were then implemented after Mr.
Trump’s victory. It was also during this period that a range of tariffs, quotas, and
policies was implemented to protect domestic companies and the labor market from
foreign competition. The inclusion criteria for our sample newspapers were as fol-
lows: (1) they needed to be available electronically for systematic analysis through
coding; (2) they had to be quality international newspapers with high global circula-
tion; (3) they had to be published on a daily basis to enable the controversy to be
followed in an uninterrupted fashion; (4) they needed to present the US trade protec-
tion measures in a balanced manner; and (5) they had to cover the US-China trade
war. We excluded printed newspapers due to their lower accessibility, and local state
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newspapers (e.g., the Bedford Gazette, the Cherokee Phoenix) because of their lack
of international recognition and lack of focus on the US-China trade war. Based on
these criteria, we identified a list of newspapers such as The New York Post, The
New York Times, Newsday, and specialist business publications such as The Finan-
cial Times, The Wall Street Journal, and Bloomberg. Our selection of newspapers
was consistent with those of previous studies (Zietsma et al., 2018). We searched
for newspaper articles published between January 2016 and December 2020 using a
range of expressions including ‘trade protectionism’, ‘tariffs’, ‘America first’, ‘China
trade protection’ and ‘US trade protection’ - this search yielded 736 articles. We
read all the articles to ensure that they were related to the US-China trade protec-
tionism measures and their implications for GVCs. This resulted in a set of only 174
relevant articles.

Mere reliance on newspaper articles could have raised reliability and validity
concerns. In an attempt to overcome any such issues, we adopted the following pro-
cedures. First, we carefully inspected and compared all the collected articles. When
we found inconsistencies, we removed the information and relevant articles from
our dataset. Second, we obtained information from the websites of companies (like
Huawei, Apple, Intel, and so on) and international organizations (such as the WTO,
World Bank, IMF, and US Census data, among others). This enabled us to trian-
gulate the information sourced from newspaper articles with company and interna-
tional organization data in order to clarify dates and facts (Amankwah-Amoah &
Osabutey, 2020; Lange et al., 2015).

3.3 Analysis

For the data analysis, we took an inductive content-based qualitative approach con-
sisting three stages (Miles & Huberman, 1994). First, we used our sample newspaper
articles to build a record of key events, through which we identified key issues and
turning points. This analysis highlighted that the US trade protectionism appeared to
have significantly affected international trade and GVC activities; we thus organized
our subsequent analysis around trade protection regimes. Second, one of the authors
coded the articles to identify first-order categories within all the 174 articles using
the NVivo software. For example, trade protectionism and its challenges for GVCs
were coded as ‘tariffs’, ‘export activities’, ‘import activities’, ‘trade deficit’, ‘political
tensions’, ‘GVCs disruption’, and ‘regionalization’. The coding scheme was revised
by the co-authors to check its consistency. Once the coding had been judged reli-
able and robust, the related codes were grouped together in second-order categories.
Third, we reviewed the articles’ data and literature to group the first- and second-
order categories that explained how US trade protectionism was affecting the GVCs.
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4 Findings
4.1 The‘America First’ Trade Protection Regime

Protectionism has been prevalent throughout the history of international trade, par-
ticularly in the US. In 1930, the US government implemented the Smoot Hawley Act
to increase its revenues by raising import tariffs and protecting domestic businesses
and jobs. This had led to an upsurge of international retaliation and had accentu-
ated the depression. For example, in 1933, the gross domestic product (GDP) of the
US had dropped by 45% compared to that of 1929, and the contribution made by
trade to the GDP had dropped from 11 to 6.6% (Liu, 2018). Despite the historical
challenges, President Trump pushed the ‘America First’ mantra by adopting a pro-
tectionist approach as a cornerstone of his presidency. He declared that “protection
will lead to great prosperity and strength”, at least for the US (Wolf, 2019). His aim
was to repatriate GVCs and remove US trade deficits (Bloomberg, 2018) because
he viewed global agreements as a threat to US domestic growth. In addition, the
public perception that trade had been lucrative for MNEs while leaving small firms
behind, and the widening economic inequality, had further driven the fraying of
international trading agreements. Accordingly, a regime was started that put stock in
the unrivaled level of the American economy in seeking favorable trade agreements
and boosted the advantages in bilateral trade negotiations by tilting the rules toward
the interests of Americans (Goodman, 2019). In this endeavor, President Trump
removed the US from the Trans-Pacific Partnership1 (TPP) - which contained meas-
ures for lowering non-tariff and tariff barriers to trade and establishing an investor-
state dispute settlement (ISDS) mechanism - as he feared that it would undermine
the US economy and its independence.

A series of tariffs were imposed by the US administration on billions of dollars’
worth of global products - with a particular focus on Chinese goods. In January
2018, tariffs of 30-50% were imposed on solar products and washing machines to
protect American manufacturing from China and South Korea respectively (Swan-
son, 2018). In March 2018, this was followed by new tariffs on steel (25%) and
aluminum (10%) from various countries, which were later extended to Mexico, the
European Union (EU), and Canada in June 2018. A 10% tariff was also imposed
on US$200 billion worth of Chinese goods, with plans to impose a 25% tariff on
US$325 billion worth of other Chinese products. This decision was made by Presi-
dent Trump to cut the US trade deficit with China, which had increased from US$6
billion in 1985 to US$345 billion in 2018 (see Fig. 1). Furthermore, US companies
were protected from Chinese competition by the administration of trade deals. For
example, to protect the exploitation of America’s technological ability by China,
President Trump ended the US$117 billion joint venture deal between Qualcomm

! The TPP, which is also called the Trans-Pacific Partnership Agreement, was set up between Australia,
Brunei, Canada, Chile, Japan, Malaysia, Mexico, New Zealand, Peru, Singapore, Vietnam, and the
US, and signed on 4 February 2016. President Trump withdrew the US from the TPP due to unratified
changes in the agreement. Other countries negotiated a new trade agreement as the Comprehensive and
Progressive Agreement for the Trans-Pacific Partnership, which came into force on 30 December 2018.
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and the Singapore-based Broadcom company (Rappeport et al., 2018; Swanson
et al., 2018). Qualcomm, which is based in San Diego, is considered an industry
leader in the next-generation high-speed mobile network technology known as 5G,
which will be critical for the development of future industries, including driverless
cars and artificial intelligence (Swanson et al., 2018).

4.2 Implications of the US-China Trade War for International Trade

The introduction of tariffs and increasing trade conflict between the US and China
impacted international trade by causing geopolitical tensions, disruption in GVCs,
and trade imbalance. More importantly, some industries were more adversely
impacted than others by the trade war.

The increasing protection measures enacted by the US led to trade wars between
trading partner countries. Although India and the US were close trading and defense
partners, the US withdrew the trading privilege of duty-free access from US$6 bil-
lion worth of Indian goods (Kazmin, 2019). In return, India imposed tariffs on more
than 20 items from the US, including apples, walnuts, pulses, and almonds, worth
about US$1.4 billion. Furthermore, the threat of U.S. sanctions forced India to stop
purchasing oil from Iran, and the US also objected to India’s decision to purchase
Russia’s S-400 air defense system (Vifials, 2019).

The US and China jointly account for more than a third of the global economy.
However, the US started a tariff war against China (as shown in Table 2) with the
introduction of a 25% tariff on 818 Chinese imports worth about US$34 billion. To
counter this, China imposed a 25% tariff on agricultural products, automobiles, and
aquatic products from the US (Fredericks & Morgan, 2019). Then, another US$16
billion worth of tariffs were imposed by the US and China in August 2018, signaling
that the trade war had entered a more serious phase. In early estimates, the impacts
of China’s tariffs on US exports were expected to be more severe than those of US
tariffs on China’s exports. According to the US Trade Representative (2019), US
exports to China declined by 11.5% (US$13.8 billion) to US$106.4 billion in 2019,
and imports from China declined by 16.2% (US$87.6 billion) to US$451.7 billion
in 2019. This figure is representative of the competitiveness of Chinese companies,
which, despite the substantial tariffs, maintained their exports to the US. Further-
more, the US trade deficit with China adversely affected the US economy by reduc-
ing GDP by about 0.7% (Hass & Denmark, 2020) and causing the loss of 300,000
jobs, 75% of which were in the manufacturing sector (Byrne, 2018).

4.2.1 Disruptionsin GVCs

Over the decades, MNEs have increasingly been exploiting their international com-
petitive advantage by fine slicing value chain activities and relocating their produc-
tion facilities to optimal locations to benefit from economies of scale (Buckley et al.,
2019; He et al., 2018). Given the significance of integrated global markets, it makes
sense to locate value chain activities in “countries with optimal activity-specific
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Fig. 1 US trade with China since 1985. Source: Based on authors’ calculations from U.S. Census data

productive efficiency” (Foss et al., 2019, p. 1646). In this way, MNEs in developed
countries, including the US, benefit from the cheap labor costs found in developing
and emerging markets, while maintaining R&D at home - which enables the effi-
cient utilization of proprietary knowledge and improves competitiveness (Luo et al.,
2019). However, the complex nature of GVCs spread over geographically dispersed
countries implies that any disruption in these supply networks generates amplified
effects (Schmitt & Singh, 2012). As Frohm and Gunnella (2017) estimated, a change
of 1% in the real added value of an industry’s GVCs can translate into an impact on
the industry of around 0.3%. In fact, the US-China trade war created uncertainty for
many companies not only in the US and China but also in other countries, which
caused and escalated disruption in GVCs. As JPMorgan CEO Jamie Dimon said,
a trade tariff “adds to the risk of pushing into a downturn ... it’s just raising the
risk of a bad outcome. That’s all it does’; this was further supported by Cummins
Inc. CEO Tom Linebarger, who opined that: “Trade tariffs are a significant burden
on US companies and farms. I'm really concerned about that impact it has on our
economy and the Chinese economy.” (PYMNTS, 2019).

4.2.2 Trade Imbalance

The GVC disruption between the US and China was quite costly - causing signifi-
cant contractions in the economic activities of both countries. On the US side, the
overall 2019 imports were reduced by US$44.33 billion compared to 2018 (see
Fig. 2). A sharp drop in imports from China was also observed due to import tariffs
on US$370 billion worth of US-bound Chinese goods. This decline in US imports
from China was the largest since the 2009 recession year. In fact, the reported data
might have overstated the true rate of decline because of transshipment (Naderi
et al., 2020). To avoid tariffs, companies can trade goods via third countries, such
as Vietnam, Mexico, or Canada For instance, a Chinese courier company - YTO
Express Group - established a cooperative agreement with VietJet Air to establish a
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transshipment hub to export Chinese products to the US, the EU, and other countries
via Vietnam (Liao, 2019b).

However, the drop in US imports from China merely reduced the country’s reli-
ance on China because substitutes were imported from other countries. In Asia, the
prominent winner was Vietnam, which saw a 29% (US$67.9 billion) increase in its
exports to the US in 2019 (United States Trade Representatives, 2020). This was due
to a manufacturing shift from China to Vietnam by American MNEs. An example
is Nintendo Co., which switched its production to Vietnam to avoid the possible
impact of US tariffs on Chinese-made electronics (Inagaki, 2019). Similarly, Fox-
conn invested US$270 million to set up a new subsidiary called FuKang Technology
Co Ltd in Vietnam (Lee, 2020), which was intended to assemble Apple products
- including iPads and MacBooks - based on Apple’s requirement to diversify its pro-
duction and minimize the impacts of the trade war (Vega, 2020), and to make tel-
evision sets for clients including Japan’s Sony Corp (Lee, 2020). On the US global
exports side, there was a decline of US$23.12 billion from 2018 to 2019. The export
revenue from China and Canada also dropped by US$13.71 billion and US$6.31 bil-
lion respectively due to high tariffs on steel and aluminum (Busch, 2019; Swanson
& Eavis, 2020).

Figure 3 suggests that China’s exports to the US declined significantly from
US$480.69 billion in 2018 to US$418.58 billion in 2019 (IMF, 2019a). However,
this loss was compensated by expanding the country’s exports to other trading
partners in Europe and sub-Saharan Africa. The exports to Asian and Middle East-
ern countries also rose by US$13.18 billion in 2019 (IMF, 2019a). China’s overall
exports to the rest of the world were contracted by a small amount of US$2.784 bil-
lion in 2019, compared with the US’s export loss of US$23.12 billion in 2019. Con-
cerning imports, China’s imports contracted by US$65.08 billion from the rest of
the world and by US$33.02 billion from the US in 2019. The trade war also affected
China’s imports from Taiwan, Japan, and Korea because of US restrictions on these
countries’ ability to obtain trading licenses to do business with China (Song, 2018).
Despite the trade war, China’s trade balance was US$421.93 billion in 2019 (Statista,
2019), suggesting the multilateral - not bilateral - nature of the trade phenomenon.

4.2.3 The Industries Most Impacted by the US-China Trade War

Although our analysis suggests that the escalating trade war between the US and
China disrupted the GVCs of several industries, its effects were most severe for the
automotive, equipment and machinery, and technology industries due to the over-
reliance of these industries on global suppliers of key components. Besides profit-
ing from the sale of downstream final products, the US automotive sector heavily
depends on China for the upstream activities of procuring raw materials and semi-
finished products (Howlett, 2019). The United States Census Bureau (2020) data-
base shows that the US imported US$16.37 billion worth of motor vehicle parts and
accessories from China in 2018 and exported US$6.67 billion worth of cars to China
in 2018. The trade war affected the production and revenues of both lead MNEs and
key component suppliers due to the high tariffs on steel and aluminum (Woodhouse
& Feng, 2018). An example was Tesla, Inc., which relies on China for most of its
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revenue (Boudette, 2018); the company’s revenue from China dropped by 13% to
around US$1.8 billion in 2018 due to higher import taxes (Huang, 2019). On the
one hand, Tesla asked the suppliers to return a “meaningful amount of money of its
payments since 2016” (Higgins, 2018, p. 1). On the other hand, Tesla dropped the
prices of its Model S and Model X cars in China by 12% and 26% respectively to
regain its market position and increase sales; however, this decision was reversed
when the company raised its prices by about 20% due to the new tariffs (Woodhouse
& Feng, 2018). To maintain the smooth and efficient functioning of the GVCs (Kano
et al., 2020), Tesla coordinated and led the network by following a localization strat-
egy. Specifically, the company opened the Tesla Giga Shanghai factory both to avoid
tariff wars and to serve Chinese customers directly from the domestic supply chain
(Manskar, 2020). At the same time, the Ford Motor Company lost US$1 billion in
profits, which forced the company to adopt a localized strategy. Ford’s former CEO
James Hackett said that, “We’re clearly not satisfied with our standing in China and
the team is working exhaustively to return to profitable growth in this important
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market. We're working to stabilize the business and are now launching new products
that are tailored to the needs of Chinese customers” (Kubota, 2020).

The equipment and machinery industry has also been affected by the US-China
trade war. As shown in Fig. 4, trade in machinery and equipment declined due to
higher tariffs, which, in turn, adversely affected the upstream and downstream GVCs
of MNEs. For example, the upsurge in import tariffs made it difficult for Deere &
Co - the world’s largest tractor manufacturer - to import machinery and equipment
from China, on which it relies (Rovnick, 2019), and production slowed down by
about 20%. Also, local demand for tractors contracted, as opined by Deere’s for-
mer CEO Samuel Allen, “Ongoing concerns about export-market access, near-term
demand for commodities such as soybeans, and a delayed planting season in much
of North America are causing farmers to become much more cautious about making
major purchases” (Ajmera, 2019). This ultimately led to the dismissal of 163 Deere
employees and a 3.8% sales drop from 2018 to $8.97 billion in 2019 (Rovnick,

@ Springer



N. Zahoor et al.

2019). Likewise, Chinese suppliers experienced higher unemployment and factory
closures due to deteriorating US demand for export orders (Zhang & Woo, 2019).
In addition, other countries experienced deterioration in GVCs that had forward or
backward integration with Chinese suppliers. One example is Japan’s machinery
manufacturing industry, which had accounted for 20% of the total country’s exports
due to Chinese demand (Tomisawa, 2018). Specifically, Japanese machinery makers
had hitherto enjoyed increasing gains as the suppliers of the Chinese electronics and
semiconductors industry. However, due to the trade war, the Japanese machinery
sector slumped by 5.6% in 2019 (Takeo, 2020). Hong Kong’s supply chain was also
adversely affected because the US-bound goods re-exported through Hong Kong
were caught up in the trade war.

Furthermore, the technology industry was at the center of the escalating trade
war. US and Chinese technology companies are linked by close supply networks that
extend to other Asian countries (Markman, 2019). The trade dispute with China was
supposed to benefit US technology companies through the establishment of joint
partnerships with local firms. However, the dispute intensified with the blacklist-
ing of Huawei - the world’s second-biggest smartphone maker and a leading devel-
oper of 5G technology (Huawei, 2020). About half of the components and chips in
Huawei products are supplied by leading American companies - including Micron,
Broadcom, and Qualcomm. These suppliers make over US$1 billion from Huawei,
as shown in Fig. 5. In addition, Google has a big stake in Huawei as the compa-
ny’s phones utilize its Android operating system. However, the US-China trade war
forced American suppliers and Google to stop doing business with Huawei. Also,
the Taiwan Semiconductor Manufacturing Company (TSMC) had to stop supplying
semiconductors to Huawei because it needed to obtain a license from US regula-
tors (Frumusanu, 2020). According to Huawei founder, Ren Zhengfei: “We cannot
be isolated from the world, we can also make the same chips the US makes, but it
doesn’t mean we won’t buy them [the US ones]” (Huawei, 2019).

South Korean companies such as LG Display and Samsung Display supplied
display panels to Huawei, but had to cease doing so because they are dependent
on US equipment and software for the manufacturing of the panels (Kim, 2020).
It was estimated that the trade restrictions would cause Huawei’s revenue to drop
by US$30 billion and its shipments would drop by 40% (Liao, 2019a); however,
Huawei actually shipped 55.7 million phones in the second quarter of 2020, beat-
ing Samsung’s 53.7 million (Sin, 2020). This was made possible by the supply of
old models with Google-compatible services to Europe. However, this was a short-
term strategy and could have required alternative GVC reforms to keep pace with
the increasing demand and technological changes. At the same time, Huawei’s US
chipmakers experienced a financial hit from the trading bans. According to Clark
(2019), Broadcom faced a loss of US$2 billion against its forecast sales due to the
Huawei sales ban. The financial loss for small companies was even more severe than
that faced by MNEs. For example, NeoPhotonics, an optical component maker for
Huawei, estimated a drop of 40% in its revenues (Clark, 2019).

@ Springer



De-globalization, International Trade Protectionism, and...

Export

Telecommunications equipment
Industrial engines
Other industrial supplies
Chemicals-other
Industrial machines, other
Soybeans
Civilian aircraft, engines, equipment, and..!
0.002.004.00 6.00 8.0010.002.004.006.00.8.020.00

2019 m2018 =2017 =2016

Import

Semiconductors

Industrial supplies, other
Industrial machines, other
Household appliances
Telecommunications equipment
Toys, games, and sporting goods

Cell phones and other household goods, n.e.c.
0 10 20 30 40 50 60 70 80

2019 m=2018 =2017 =2016

Fig. 4 Industries’ contribution to US-China trade from 2016 to 2019. Source: Based on authors’ calcula-
tions from U.S. Census data

4.3 Risk Mitigation Response Strategies to the US-China Trade War

While the trade war between the US and China disrupted global commerce, the
push for diversified GVCs was sustained by MNEs in many other countries (Noo-
nan, 2020). Singapore’s Official Committee on the Future Economy stated that
“Globalization through trade, capital, and knowledge flows is still the future, as far
as Singapore is concerned. And even in countries much less dependent on exports
than Singapore is, a wholesale pullback from globalization would be counterpro-
ductive” (Ghemawat, 2017). A study by Standard Chartered, Trade 20, shows that
a wide range of economies in the Asia—Pacific region, Africa, and the Middle East
improved their potential for international trade by opening up their trade markets,
diversifying their export markets, strengthening their digital and physical infra-
structure, and improving their economic outlook (Cha et al., 2022; Viials, 2019).
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Several members of the Association of Southeast Asian Nations - Vietnam, Indo-
nesia, and Thailand - made strong progress in opening up for trade, as did India.
The EU negotiated numerous trade deals and reached agreements with Japan, Viet-
nam, and the South American trade bloc Mercosur. Furthermore, Russia and China
cultivated trade ties whereby bilateral trade increased by 3.4% in 2019, amounting
to US$110.79 billion (Steinbuch, 2020). The strengthening of trading ties between
other countries threatens the US with losing its value in the global marketplace
(Reuters, 2018).

Due to increased protectionism, regional value chains have also gained promi-
nence by bringing manufacturing and trade together within the same region. An
example is the US-Mexico-Canada Agreement (USMCA) which not only eliminates
most of the trade tariffs between these countries but also protects intellectual prop-
erty through side agreements. This agreement preserves and strengthens the benefits
of trade ties in the same region. As shown in Fig. 6, most of the trade comes from
the US-Canada trade, which totaled US$292.7 billion in 2019. This is followed by
the US-Mexico trade, with a total of US$256.6 billion in 2019 (Bureau of Transpor-
tation Statistic, 2019).

While the strategy of regionalizing investment and production was first adopted
by America and Europe, a number of Asian countries subsequently set up their own
regional value chains. Due to the increase in their technology and value chains,
South Korea, Hong Kong, Singapore, and Taiwan invested in other emerging coun-
tries, such as Vietnam and Indonesia. Among these trading partners, South Korea
is the biggest investor, with a significant stake in the Chinese market. The growing
regional value chains in Asia suggest the reduced dependency of these countries’
companies on their American trading partners. China has made progress with its
militarization of the South China Sea capturing over 3200 acres of land on reefs
and outcrops and constructing runways, ports, and hangars (Mishra, 2018). These
developments are regional value chain efforts aimed at driving Asia away from the
trade-protective US. Also, China’s Belt and Road Initiative is leading to a significant
restructuring of international GVCs to more regional ones, where China wants to
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lead the global world order. Thus, future GVCs will be different from the ones cur-
rently observed, being potentially led and coordinated by lead firms from China.

A move away from globalization and toward the localization and rebuilding of
local economies has also started (Hines, 2013). GVCs are being shortened to avoid
supply chain disruptions and to enable increased local control of the economy. This
localization can safeguard national and regional economies against imports of prod-
ucts that can be sourced locally (Wu & Jia, 2018). As Ulf Mark Schneider, CEO of
Nestle, opined, “We are a company that tries very hard to take root in the countries
in which we do business ... That means that, very early on, we establish local manu-
facturing for the largest majority of what we sell. We are a company that very much
tries to make locally what is consumed locally. Trade benefits everyone” (Qian,
2018). The building of local value chains can help local businesses to grow and to
provide flexibility in localized production (Ben-Ner & Siemsen, 2017).

5 Discussion and Conclusion

Our study set out to investigate the implications of trade protectionism for GVCs
and understand the risk-mitigation response strategies required to develop their resil-
ience. In doing so, we considered the case of the US, where import policies involv-
ing increased tariffs have played a pivotal role in recent years. This trade protection-
ism was a consequence of the 2016 election of a president who critically endangered
the US trade balance. Therefore, we took a qualitative historical document analy-
sis approach to capture the GVC disruption caused by US trade protectionism and
the mitigation response strategies adopted by MNEs. We analyzed a sample of 174
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newspaper articles published between 2016 and 2020. Our study findings have sev-
eral important implications, as explained next.

5.1 Theoretical Implications

The findings of our study have several theoretical implications, as summarized in
Fig. 7. First, the IB literature increasingly recognizes that globalization is steadily
increasing (Contractor, 2021; Kim & Aguilera, 2016; Kobrin, 2017). The recent
scholarly debate challenges this assumption by suggesting that nations are seek-
ing less mutual interdependency - de-globalization - to build up their own capa-
bilities (Witt, 2019). Our study contributes to this line of research by focusing on
trade protectionism as a typical type of de-globalization that drives policy and
tariff transformation to control GVC activities. Specifically, we considered the
case of the US-China trade war as a decoupling phenomenon between two coun-
tries. We identified and discussed the range of protectionist measures that were
introduced by both countries. In doing so, we made an important contribution to
the IB literature on de-globalization.

Second, our study contributes to the GVC literature by explaining the impli-
cations of trade protectionism (as a type of de-globalization) for GVCs. At the
global level, structural and political reforms have been put in place to protect
national economies from competition from abroad by relying less on foreign
goods and services or investment (Enderwick, 2011; Evenett, 2019). However,
the literature has not fully appreciated the implications of international trade
protectionism for the complexity of GVCs. Our study is a response to scholarly
calls (Kano et al., 2020; Luo & Witt, 2021) made to explore the potential impacts
of US-China trade protectionism on GVCs. While tariffs and trade policies are
introduced to protect local economies, our findings suggest that such measures
reduce the growth opportunities for both Chinese and US MNEs by making it
too difficult or costly for them to access the critical resources owned by global
partners. In addition, we found that high-tech industries (e.g., automotive, equip-
ment and machinery, and technology) have faced severe GVC disruption due to
their overreliance on geographically distant partners. This suggests that, although
some industries may have a more sustained advantage through international
involvement, trade protectionism not only restrains MNE accessibility to critical
resources in global open markets but also breaks down the GVC systems in which
they participate (Luo & Witt, 2021). As such, our study contributes to the GVC
literature by exploring the determinants of GVC disruption.

Third, and relatedly, this study contributes to the recent discussion on the integra-
tion of the GVC and IB literature by confirming that trade protectionism disrupts
GVCs (Buckley et al., 2017; de Oliveira et al., 2021). The GVC literature asserts that
cross-border value chain activities are vital to the attainment of economic upgrading
opportunities (Dindial et al., 2020; Pananond et al., 2020). Also, the knowledge per-
spective suggests that global partners provide access to resources and knowledge
that are vital to developing innovation capabilities and shaping product innovation
cycles (Clarke & Boersma, 2017; Ganguly et al., 2019). The recent advocates of
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populism and nationalism from developed markets have criticized the idea of GVCs
due to increasing local disconnectedness and uneven economic opportunities (Lor-
enzen et al., 2020; Witt, 2019). In this regard, the IB literature suggests the adop-
tion of trade protectionism measures aimed at offsetting the adverse effects of global
connectedness (Enderwick, 2011). However, the implications of trade protectionism
for GVCs have hitherto been underexplored (cf. Kano et al., 2020). Our study, there-
fore, cross-fertilize IB and GVC research by linking convictions of de-globalization
with GVC disruption via trade protectionism.

Fourth, the need for MNEs to have effective response strategies to GVC disrup-
tion is reinforced. Those MNEs that heavily depend on GVCs need to have viable
and pragmatic responses to value chain discontinuities, such as those emanating
from international trade protectionism (Dindial et al., 2020; Gereffi, 2019). Our find-
ings suggest that the pre-positioning of inventories, backup suppliers, and protected
suppliers can help to mitigate any negative disruption outcomes (Kamalahmadi &
Parast, 2017). However, for long-term competitiveness, MNEs need to reconcile
their global, regional, and local value chains. International protectionism measures
target inter-regional trade; we thus provide evidence that they have weaker impli-
cations for regional and local trading blocs, thereby promoting the economic wel-
fare of their members (Hartland-Thunberg, 2019). The primary challenge for MNEs
involves the establishment of a basic manufacturing capability by nurturing local
networks of suppliers capable of meeting quality standards. An example is GE,
which has partnered with local Chinese companies and formed joint ventures (e.g.,
AVIAGE) aimed at production and meeting customer needs. Hence, we contribute
to the IB and GVC literature by exploring the mitigation approaches taken by MNEs
in response to de-globalization-related structural and policy reforms.
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5.2 Practical Implications

Our study has three practical implications for overcoming the disruptive effects of
trade protectionism challenges on GVCs, as shown in Fig. 8. First, although GVCs
have been at the center of policy agendas, they do not automatically produce growth
benefits, as local firms with limited capabilities fail to move up within them. Thus,
MNE managers, especially in the US and China, should consider macro-economic
factors - such as government trade protection policies - for success in GVC partici-
pation. A similar implication can be drawn regarding the easing of import regula-
tions that were introduced as part of protectionism. While it is hard for a single firm
to force the local government to ease import regulations, international organizations,
such as the WTO and IMF, can help firms in this effort.

Second, decision-makers should analyze the trade-off between the costs and ben-
efits of GVCs to determine the impact of disruptions. They could determine how
dependent they need to be on suppliers and how complex the GVCs should be.
Investing in programs suited to aid managers in gathering information on GVCs and
quickly implementing decisions will reduce disruption impacts. Also, depending on
the information gathered, managers could decide to work toward less complex and
dependent value chains to avoid the risk of disruption. A context suited to this kind
of decision may be the automotive industry, as our analysis showed that it faced
high costs due to GVC disruption. This is affirmed by the case of the Ford Motor
Company, which assembles and manufactures most of its vehicles in the US to avoid
disruption risks.

Third, our findings suggest that the managers of MNEs should consider alter-
native strategies for GVC resilience. The use of regional and local value chains is
a strategy with the potential to avoid any significant losses from GVC disruption.
However, MNESs should evaluate the knowledge and innovation potential of regional
blocs to decide on whether to offshore their R&D activities to other developed mar-
kets. Also, firms should set up networks aimed at achieving location-specific advan-
tages in local value chains.

Finally, our study has important implications for public policies. The observed
de-globalization trends are a manifestation of the heightened frustration of those
people who have been negatively affected by the developed countries’ governments’
incessant pursuit of free trade, aggressive promotion of inward and outward FDI,
mobility of money, and mobility of labor. These people strongly believe that de-glo-
balization coupled with strict protectionist measures helps increase working-class
jobs. This narrow-minded belief spreads from America to Europe and becomes a
major force working against globalization (Casadei & lammarino, 2021). This anti-
globalization force has been strengthened by the COVID-19 crisis that has hindered
flexible movements across countries (Ciravegna & Michailova, 2022; Williamson,
2021). Thus, it is important for policy-makers to pay greater attention to this section
of the populace, especially those having low education levels and low skill sets and
being vulnerable to ever-changing job environments. Policy-makers should consider
policies appropriate to reduce trade deficits to cut the import tariff revenue losses
suffered by MNEs and improve their economic footholds, and policies suited for the
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improvement of market standards, the strengthening of international organizations,
and the easing of labor market regulations (Pietrobelli et al., 2021).

5.3 Research Gaps, Limitations, and Future Agenda

As is the case for other studies, this study also has some limitations that warrant
future attention. First, to address the gap that exists in IB literature with the assump-
tion that globalization is relentlessly accelerating, we performed a historical con-
tent analysis to extract information from secondary sources to reveal the impact
of international trade protectionism on the reconfigurations of the GVCs. Given
that the use of newspaper articles, despite being clearly evident, entails a certain
degree of heterogeneity in the information they provide, we were unable to meas-
ure the concrete effect of the US protectionist measures on GVC disruption, which
is certainly worthy of more studies. As such, future studies could conduct primary
research to understand the impact of GVC disruption on specific industries and
MNE:s, and to explore the actual response strategies adopted to shed light on their
interplay. Researchers could attempt to answer questions like: (1) “Do MNEs start
their GVC alteration from the local or regional level, or both?”, and (2) “What is
the linkage between firm structure, organizational decision-making processes, and
GVCs’ resilience?” To distinguish between global, regional, and local effects, such
attempts would require drawing data from MNE decision-makers about the reloca-
tion of GVCs.
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Second, this study makes important contributions to the de-globalization and
GVCs literature that suggests the changes in global structural and political sys-
tems to protect national economies from immigrants, our current study is not able
to explore how the presence of global professional teams and expatriates enable
MNE:s to respond to global market changes through organizational learning and tacit
knowledge accumulation (Borini et al., 2022; Guo et al., 2020) that have serious
implications for IB and the vulnerability of GVCs. The fact that protectionist meas-
ures can restrict the free movement of global teams, thereby hampering knowledge
flows to local subsidiaries and local partners (Gaur et al., 2019) thus provides an
interesting avenue for future research to investigate the implications of protectionism
for global teams, innovation, and knowledge transfers across subsidiaries and suppli-
ers’ networks (Lai et al., 2020).

Third, while the findings of our study contribute to the GVCs’ literature that sug-
gests that a clear pattern of dispersed and fragmented international MNE business
activities emerges by revealing that MNEs are moving from GVC to regional value
chains, it is equally important to notice the critical role of non-market strategies of
MNEs in knowledge regions that might benefit them to seek support from regional
government (Gonzalez-Pifiero et al., 2021). Although our historical analysis did not
allow us to examine these interesting concepts, we will thus urge future studies to
investigate the role of non-market strategies in driving regional knowledge transfer
in the context of protectionism.

Finally, our findings contribute to the de-globalization and GVCs literature by
suggesting that the US-China tariff wars ended up being destructive for the first-tier
suppliers of both countries. The generalizability of this study is tempered by our
focus on the single case of the US-China trade war. Although the US-China case
represents the most important one in the world, it does not rule out the necessity of
investigating other cases, for instance, many countries (e.g., Japan, India, and the
UK) have introduced FDI screening measures. Future studies could consider these
countries in an effort to understand the implications of such measures on the control
and coordination of GVCs. In addition, due to the unavailability of primary data, we
were unable to measure the impact of the related protectionist measures on upstream
second- and third-tier suppliers, which overly depend on extended GVCs (Narula,
2019). Future research could therefore investigate the impact of protectionist poli-
cies on the operations of such suppliers and their resilience strategies. Relatedly, the
rising tensions and conflicts around the world such as Ukraine-Russia war demands
future scholarly attention to understand the implications for GVCs. As Simons
(2022) argued, the Russia’s invasion of the Ukraine has caused geo-political tension
and tumbled the global supply chain, which is leading to a question how GVCs can
or cannot be or should not be a means to pursue national security.

Data availability Data will be made available on request.
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