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Federal States, Industries
and Education Level-
Effects of TTIP in Germany

A purely microeconomic perspective shows that all major
industries and states would benefit from a transatlantic
trade and investment partnership (TTIP). The greatest
manufacturing and employment effects would be seen in
the electronics industry as well as metal processing. Baden-
Wirttemberg, Bavaria and North Rhine-Westphalia would
benefit most from this. Furthermore, it becomes apparent
that new jobs would be created for all education groups —
even for relatively unskilled workers. Their real income could
increase even more than that of highly qualified workers.
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1. Initial Situation

The US and the European Union are cur-
rently engaged in negotiations on a Trans-
atlantic Trade and Investment Partnership
(TTIP). The objective is to increase trade in
goods and merchandise by reducing trade
barriers. In the first part of this study, on
macroeconomics (7Transatlantic Free Trade
- Winners, Losers and Necessary Accompa-
nying Measures) it was already possible to
show that a free trade agreement would
have positive effects on income and em-
ployment in all of Europe and the US. In
the present part of the study, on micro-
economic aspects, the questions now in-
vestigated are: which industries and sec-
tors in Germany would benefit in concrete
terms from such a treaty; which regional
effects would be associated with it; and
how could a treaty affect groups with dif-
ferent skill levels and occupations, and al-
so different German states.

2. Method of Calculation

The present analysis deals with the micro-
economic effects of a Transatlantic Trade
and Investment Partnership on economic
sectors, regions, skill groups, and em-
ployment groups in Germany.

In this analysis, gravity equations were
used to econometrically estimate potential
effects on trade for 16 different sectors in
all. Unlike the previously published study
on the macroeconomic effects of a TTIP,
distinctions were not made between a "ta-
riff scenario" and a "liberalization scena-
rio." Instead, the starting assumption was
just that there would be a comprehensive
reduction in tariffs and so-called non-tariff
trade barriers.

The calculated effects on trade at the sec-
tor level were used as a basis for extrapo-
lating corresponding effects on value crea-
tion and employment at the regional level.
The effects on three different skill level
groups as well as on 88 different occupa-
tional groups were determined in the
same way, in a further analytical step. Us-
ing these results, it was possible to draw
conclusions about increases in the real
wages of these groups.

The calculations undertaken here are li-
mited to consideration of how trade be-
tween the US and Germany affects both
sides. International effects of trade diver-
sion were not taken into consideration -
in contrast with the previous macroeco-
nomic study. In addition, potential effects
on exports of services were not consi-
dered. On the other hand, the analysis
shows not only the potential effects on all
branches of the manufacturing industry,
but also the indirect effects on all non-
exporting service industries.

3. Effects on Industries and
Sectors

How would a transatlantic free trade
agreement affect the various sectors and
branches of industry in Germany? Elimi-
nating tariffs and broadly reducing or ad-
justing the existing non-tariff trade bar-
riers (“NTBs”) with a transatlantic free
trade agreement would have positive ef-
fects in almost all economic sectors of
Germany.

In this regard, the potential trade-
generating effect depends very much on
the degree to which non-tariff trade bar-
riers are adjusted and eliminated. The po-
tential trade-generating effects are there-
fore very large particularly in branches of



industry in which the level of NTBs is es-
pecially high. In some branches - for ex-
ample, in the chemical industry - non-
tariff barriers comprise up to 100 percent
of the actual cost of manufacturing the
products.
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first and foremost, metal production and
fabrication, the electronics industry, and
motor vehicle and machine construction.
The electronics industry is the sector in
which the largest number of new jobs
(24,500) might be created.

Fig. 2: Employment effects (due to TTIP) in the manufacturing industry and service sector (non-exporting

industries)
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Euro 3.8 billion
(52.7%), and in the agricul-
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dustries (47.4%). S ol

Greater trade activity and greater impact,
however, do not mean value creation in-
creases to the same extent (see Fig. 1). A
major portion of the anticipated effects on
production and employment would be
seen in branches where value creation
and exports are already quite high. In the
manufacturing industry this would be,
Fig.1: Sectoral effects in the manufacturing industry due to TTIP
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Small and mid-sized companies in the
manufacturing sector would benefit the
most from a treaty, because elimination of
trade barriers would give them more fa-
vorable access to the US market. Thus, the
increased volume of trade will result in
increased demand for labor, which in turn
will affect the labor market, but without
altering its structure.
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4. Effects on the German
States

The results for the branches of industry
can be used to determine regional effects
for all German states.

Fig. 3: Regional bilateral trade creation effects (export growth) in German states by percentage

Here as well, creation of more trade as the
result of a TTIP does also not mean that
value creation will increase at the same
rate. Because when the absolute effects on
production and employment are consid-
ered, the states that would primarily bene-
fit from a treaty would be North Rhine-
Westphalia, Bavaria, and Baden-
Wiirttemberg,
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which are al-
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porters. This is
not surprising,
because the
branches of the
manufacturing
industry that
have a particu-
larly large pres-
ence in these
states are the
ones that, as

previously
20.2 shown,  would
generate the

biggest value
creation effects
- in other words,
metal production
and fabrication,
the electronics
industry, and
machine and
motor  vehicle
construction. In
Bavaria and Ba-

den-
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We first take a look at the pure trade-
creating effects of a treaty - that is, the
effects that would occur solely from poten-
tial increases in bilateral trade between
the US and Germany. Here, we see that
trade-creating effects would be expected
in all German states, with increases in ex-
ports forecast at 20 to 30 percent, depend-
ing on the state (see Fig. 3).

Wiirttemberg,
the last-mentioned industry alone com-
prises almost 20 percent of all exports
from those states to the US.

So these three states would account for
about 60 percent of the total 7.5 billion eu-
ro value creation effect that could be ex-
pected in the manufacturing industry. Ac-
cordingly, most of the new jobs in the
manufacturing industry would be created



in North Rhine-Westphalia (21,000), fol-
lowed by Baden-Wirttemberg (about
20,000) and Bavaria (about 19,500) (see
Fig. 4).
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determine corresponding effects of a
treaty on workers with different skill lev-
els. In addition, conclusions about various
occupational groups can also be described.

Fig. 4: Employment and value creation effects (due to TTIP) in German states
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These considerations do not include the
additional indirect value creation effect in
non-exporting branches of industry - in-
cluding the service sector - which will
amount to about 3.8 billion euros. The ac-
tual value creation and employment ef-
fects should accordingly be significantly
higher.

5. Effects on Skill-level and
Occupational Groups

Intensifying The calculated results for the
branches of industry can also be used to

work primarily in the branches of industry
in which the effects on trade and growth
in trade would be relatively large - such
as metal production and fabrication, the
food industry, and machine construction.

A greater impact here initially only means
that low-skilled workers would encounter
comparatively greater changes and not
that these changes would affect this group
negatively or positively.

On the other hand, if the calculated effects
on employment and growth in employ-
ment are divided among the three skill
groups in the various branches of the
manufacturing industry according to the
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currently existing sector-specific classifi-
cations, then in the entire sector, relatively
more jobs would be created for highly
skilled individuals. This can be attributed
to the fact that the branches of the manu-
facturing industry that create high value -
first and foremost, the electronics indus-
try, but also machine and motor vehicle
construction - have relevance for highly
qualified employees. For example, almost
20 percent of those working in the elec-
tronics industry are highly skilled em-
ployees, compared to only 8.8 percent in
the manufacturing industry as a whole.

The portion of newly created jobs for
highly skilled employees - determined
from the combination of the expected
creation of trade, the allocation of num-
bers in the various sectors, and the in-
crease in employment in these sectors -
would be about 12.5 percent, compared to
14.2 percent for low-skilled individuals
and 73.3 percent for employees with aver-
age skills.

But how would the forecast increases in
income from a TTIP be distributed in the
three different skill level groups? Would a
transatlantic trade agreement result in
greater wage inequality?

The answer is no. According to the calcu-
lations of the ifo Institut, the 0.9 percent
increase in annual real wages for low-
skilled individuals would be greater than
the increase for average-skilled employees
(0.7 percent) and highly skilled employees
(0.6 percent). One of the reasons for this
has to do with the greater impact on the
low-skill group.

It should be noted that the study did not
take into consideration a change in prices
at the macroeconomic level, which would
be about 0.61 percent lower as the result
of a treaty (Ifo stuy, BWT study). Thus, the
effects on wages cited here can be re-

garded as lower limits. A transatlantic
treaty would therefore not aggravate wage
differences.

6. Conclusion

The entire German economy - in other
words, all large branches of industry and
all federal states in Germany - would
benefit financially from a Transatlantic
Trade and Investment Partnership be-
tween the US and the European Union. In
this regard, the calculated positive effects
greatly depend on a comprehensive reduc-
tion of non-tariff trade barriers.

The greatest value creation effects for
Germany would be in the electronics in-
dustry, metal production and fabrication,
and in machine and motor vehicle con-
struction. From a strategic political pers-
pective, reduction of the non-tariff trade
barriers in these areas would therefore a
top priority for Germany in the negotia-
tions.

The study also showed that trade-creation
and value-creation effects would ensue not
just for the manufacturing industry, but
also for non-export-oriented branches in
the service sector.

An upturn in trade between the US and
Germany would also result in more jobs
for individuals with various levels of skill.
A TTIP would also not exacerbate the ex-
isting wage inequality between the vari-
ous skill level groups. Instead, real wages
would rise at a greater rate for low-skilled
employees than for average or highly
qualified individuals.

However, because of the relatively high
sector-specific impact, low-skilled individ-
uals would also be subjected to more
changes than medium or highly qualified



individuals. The question of the extent to
which this could have a negative or posi-
tive effect on these groups could not be
answered in this study.

It should once again be noted that the cal-
culations performed in this study are li-
mited to a bilateral consideration of the
forecast effects on trade between the US
and Germany, and - unlike the previous
macroeconomic study - does not consider
the effects of international diversions of
trade. Potential effects on exports of ser-
vices were also not considered. The analy-
sis does include, however, not only poten-
tial effects on all branches of the manufac-
turing industry, but also indirect effects on
all non-export-oriented service industries.
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Policy Brief 2013/03: A European Social Market
Economy? - Index Results

The ‘highly competitive social market economy’
represents the targeted common economic order of the
European Union as it is stated as a goal in the Lisbon
Treaty. Yet, this endeavor requires a mutual understand-
ing of which institutions constitute a modern social
market economy. The results of the Index of Modern
Social Market Economies (IMSME) show congruence
around a liberal market economy, but great diversity in
principles indispensible for a social market economy.

Policy Brief 2013/04: Who Benefits from a
Transatlantic Free Trade Agreement?

From a purely economic standpoint, the US and the en-
tire EU will profit from a dismantling of tariffs and non-
tariff trade barriers between the two regions in regard
to both growth and employment. The public welfare
gains of these economies admittedly do stand in con-
trast with real losses in income and employment in the
rest of the world. On balance, however, the beneficial
effects on economic welfare prevail.

Bertelsmann Stiftung Upcoming releases:
Carl-Bertelsmann-StraBe 256 P 9 )

D-33311 Gutersloh
www.bertelsmann-stiftung.de - Who profits most from globalization?

Dr. ThieB Petersen
Phone: +49 5241 81-81218
thiess.petersen@bertelsmann-stiftung.de

Eric Thode
Phone: +49 5241 81-81581
eric.thode@bertelsmann-stiftung.de

ISSN-Nummer: 2191-2467



