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International Trade and the Multinational Firm 
Lecture:  Thursday, 12:15 – 13:45  Room 124   Start: October 17, 2024 

Tutorial:   Tuesday, 8:15 – 9:45   Room 308   Start: to be announced 

Outline:  The first part of the course covers trade theories based on comparative advantage (Ricardo and 
Heckscher-Ohlin) from standard specifications to recent extensions. The second part addresses 
theories based on monopolistic and oligopolistic competition to explain intra-industry trade. The 
final part covers firm heterogeneity and multinational firms, time permitting. 

Examination Format: The examination format for this course comprehends a portfolio of examination types. 
Details are announced in the first lecture. 

Resources The course material is successively announced and provided via WueCampus. 
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Structure of the Course 

I  Ricardian Trade Theory 

II  Heckscher-Ohlin Trade Theory 

III  New Trade Theory: Intra-Industry Trade, Increasing Returns to Scale, Imperfect Competition 

IV  Firm Heterogeneity, Trade and FDI 

V  The Multinational Firm 
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Some Background 

•  The Evolution of World Trade 

•  The Sectoral Composition of World Trade 

•  World Merchandise Trade – Regional Shares 

•  The Changing Nature of World Trade – Paul Krugman (2008) 

•  Classification and Overview of Trade Theories provided by the WTO 
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The Evolution of World Trade 

  

 

 

Sources: Goldberg, P. (2023). The Unequal Effects of Globalization. MIT-Press. (Left); Goldberg, P. and T. Reed (2023). Is the Global Economy 
Deglobalizing? If so, why? What is next? Brookings Papers on Economic Activity. Spring, 347-396 (Right). 
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The Sectoral Composition of World Trade 

 

Breakdown of World Exports 2015* 

Merchandise Trade  79% 

Trade in Services  21% 
 

 
Breakdown of World Exports 2023** 

Merchandise Trade  76,6% 

Trade in Services  23,4 % 
 

 

Source: WTO (2015). International Trade Statistics. *data from left-hand side 

**data from WTO-World Statistical Review 2024, own calculation. 
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World Merchandise Trade – Regional Shares 

 

 

 

▪ the ‚triad‘ consisting of North-America, Europe and Asia dominates world trade 

▪ the bulk of trade of these regions takes place within these regions 

Source: WTO (2015). International Trade Statistics. Table 1.4. Note that from 2016 on the WTO replaced the “International Trade Statistics” (used as source 
here) by a publication with the title “World Statistical Review” (which no longer publishes this matrix). 
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The Changing Nature of World Trade 

     

 

 

 

 

 

 

 
Source: Krugman (2008) – Nobel Lecture Slides 
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Source: Krugman (2008) – Nobel Lecture Slides 
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Source: Krugman (2008) – Nobel Lecture Slides 
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Source: Krugman (2008) – Nobel Lecture Slides 
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Classification and Overview of Trade Theories provided by the WTO 

 
Source: WTO (2008). World Trade Report. 
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