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1. Background of the study 

 Intel was founded in July 1968 by Robert Noyce and Gordon 

Moore (shown in the inserted photo taken in 1970). The 

company’s name is short for Integrated Electronics (Britannica, 

2020)

 The company is headquartered in Santa Clara, California, and as 

of 2020, the company had 110,600 employees around the globe 

 Despite the Covid 19 that have negatively impacted companies 

in various industries across the globe, the company reported 

revenue of $77.9 billion which was the highest ever for the 

company (Macrotrends, 2021). 

 Such astounding high revenue has made the company to be the 

largest semiconductor maker in the world in the last decade



 Using Intel Corporation as the case study, this study aim to 

determine the impact of USA protectionist trade policy on US 

semiconductor industry 

 The rationale of this study is that it will help to determine if 

the trade war initiated by the US has benefited its firms the 

way the protectionist policies were intended to do
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2. Research aim and objectives

To achieve its aim, the research is guided by the following research objectives 

1) Discuss international trade theories that best describe trade between the US and China, focusing 

on Intel in particular; 

2) Discuss barriers to international trade that results to protectionist trade policy and hinders 

globalisation;

3) Determine how Intel and the US semiconductor industry have been impacted by the US 

protectionist trade policy

The aim of this research is to determine the impact of USA protectionist trade 
policy on US semiconductor industry using Intel as the case study



3. Theoretical framework

Comparative advantage and 

product life cycle theories of 

international trade, and tariffs 

and non-tariffs barriers to 

international trade will offer 

theoretical framework to this 

research

Source: Antras and Yeaple (2014)



3. Theoretical framework (cont.)

A. Comparative advantage theory 

This theory was developed by David Ricardo in 1817 in order to address the shortcomings of absolute 

advantage theory proposed earlier by Adam Smith. The theory argues that opportunity cost is the main 

factor for analysis in choosing between different options for production. The theory maintains that 

nations will engage in trade with each other, exporting the goods that they have a relative advantage in

(Investopedia, 2020).

2. Product life cycle theory

This theory posits that a product life cycle has three distinct stages: (a) new product, (b) maturing 

product, and (c) standardized product. The theory suggests that production of a product will occur 

completely in its country of innovation. 



3. Theoretical framework (cont.)

The Product life cycle theory has been used to explain how personal computer (PC) went through its 

product cycle. As per the theory, the PC was a new product in the 1970s and developed into a mature 

product in the 1980s and 1990s. Currently, the PC is a standardized product, and most of 

manufacturing and production process is done in low-cost countries.

3. Tariffs and non-tariffs barriers to international trade

Tariff as a barrier to trade means using tariffs to restrict trade between two countries. On the other 

hand, a non-tariff barrier is a way to restrict trade using trade barriers in any other method apart from 

tariffs. 

Non-tariff barriers include quotas, embargoes, sanctions and levies.



Source: Antras and Yeaple (2014)

Barriers to 

international
trade 

Tariff barriers Non-tariff barriers

Quotas

Embargoes

Sanctions 

Licenses

Regulatory barriers

3. Theoretical framework (cont.)



Non-tariff barriers to international trade

1. Quotas

With quotas, trading countries agree on specified limits/ quantities for products and services allowed 

for importation their countries. Usually, there are no restrictions on importing these goods and 

services until a country reaches its quota, which is often set for a particular timeframe. 

2. Embargoes

This entails officially banning the trade of specified goods and services among countries. Countries may 

take this measure to support their particular political or economic agendas.

3. Sanctions

Countries impose sanctions on other countries with the aim of limiting their trade activities. Sanctions 

can be in form of increased administrative actions or additional customs and trade procedures that 

limit or slow ability of a country to trade. 

3. Theoretical framework (cont.)



4. Licences 

Licences are some of the most common measures used 

by countries to regulate the importation of goods. A 

licence allows only authorized firms to import specific 

commodities that are on the list of licenced goods.

5. Regulatory barriers

These barriers include things like safety standards, 

pollution standards, product standards that specify that 

the product should meet or exceed standards set by local 

governments.

3. Theoretical framework (cont.)



4. Sources

Sources used in this research are;

 Investopedia- used to learn comparative advantage theory 

 Britannica- used to learn about Intel’s history

 Statista- used to learn about amount of revenue Intel made in China in 2020

 Macrotrends- used to learn about the amount of company's revenue and gross profit

 The star- used to about the Intel CEO take on tariffs imposed on China

 Antras and Yeaple (2014)- used to learn about international trade theories

 UNCTAD- used to learn the number of US non-tariff trade barriers from 2009-2017

 CNBC- used to learn about how the trade war has impacted US semiconductor industry



5. Data and analysis of the findings 

Source: Macrotrends (2021)

Intel annual revenue and gross profit from 2015-2020 (in 

million of U.S. dollars) 

2015 2016 2017 2018 2019 2020

Revenue 55,355 59,387 62,761 70,848 71,965 77,867

Gross Profit 34,679 36,233 39,098 43,737 42,140 43,612



Source: UNCTAD (2019)

Number of U.S Non-Tariffs Barriers from 2009-2017

5. Data and analysis of the findings(Cont.) 



 The company recorded an increase in revenue every year from 2015 to 2020. This is a significant achievement 

since it recorded an increase even after the trade war with China started in 2018, and in 2019 when one of its 

major customer (Huawei) was banned in the US. The increase also came in 2020 during Covid 19 pandemic

 However, the company recorded a slight decline in profit in 2019 which implies that its profits were impacted 

by the Huawei ban 

 The reason why Intel appears not to have been greatly impacted by the US protectionist trade policy is 

because large manufacturers have the financial wherewithal and industry connections to navigate through 

supply chain disruptions. But as CNBC (2020) explains, many small and mid-size tech manufacturers in the 

U.S. do not and have been negatively impacted by the trade war

 Moreover, bearing in mind that China is a big market for semiconductors made by US firms, it can be claimed 

that if it were not for the protectionist policies by, the likes of Intel would have made more revenue and profit

6. Discussion of the findings



7. Conclusion

 As per the comparative advantage theory, the US has a comparative advantage over China 

as a result of its more highly-educated work force and technically sophisticated 

equipment. As such, the US will specialise in the manufacturing of products that are 

human- and physical-capital intensive such as semiconductors. On the other hand, China 

has a comparative advantage over US because of its cheap labour and will therefore 

specialise in the manufacturing of labour-intensive products such as laptops, 

smartphones, PCs and others that uses semiconductors produced mostly in the US

 As per the Product Life Cycle Theory, semiconductors can be said to be in the new 

product stage and are as such produced in their country of innovation (the US). But 

smartphones can be said to be in the standardized stage and are thus produced in China 



7. Conclusion (cont.)

 In tandem, these two theories explain why the US is producing semiconductors while china is 

producing products that use semiconductors made in the US. Consequently, the imposed barriers to 

trade are doomed to fail since they will force the US to produce what it does not have a relative 

advantage in

 Further, the US-China trade war started when the US imposed tariffs on some Chinese products in 

2018. However in 2019, the US imposed non-tariff trade barrier through a licensing system for US 

corporations  that wanted to do business with Huawei. Similarly, regulatory barriers were imposed on 

some Chinese companies that were deemed a threat to US national security

 This study recommends that the US should stop its protectionist trade policies since they have 

negatively impacted the US semiconductor industry. In similar lines, Intel CEO Bob Swan maintained 

that Intel does not believe tariffs are an effective way to drive global trade (The Star, 2019)
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