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Abstract 

Recently, it is not tranquil between US and China. The United states increases nearly a 50% 

of tariff. This is bound to influence many things between these two countries such as interest 

rate, inflation and so many. This essay talks about the Sino-US trade war, including its causing 

factors and influences on clothing industry in Zhejiang province. The prediction is that many 

companies which were used to cooperate with America will stop the corporation and turn their 

sights to some other countries which have high technology like Calcutta in India. What’s more, 

as for the profits of these companies, it will show a downward trend in the short time period but 

will become normal in long run. 
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Introduction 

On August 14, 2017, the United States launched a unilateral 301 investigation against China 

on the basis of China's infringement of us intellectual property rights. The United States made 

many unobjective negative comments on China. It imposed tariffs on China, restricted 

investment and other economic and trade measures to provoke economic and trade frictions 

between China and the United States. 

 

The Impact of Sino-US Trade War on China's Garment Industry. In this essay, I will discuss 

the trade war’s impact on Chinese clothing industry, analyze the reasons and finally give the 

strategies. 

For my own perspective, I think the trade war will restrain the Chinese clothing industry’s 

development.  

The impact will be divided into several aspects, for example: exchange rate, tariff, exports, 

imports and others. Through these ways, I will display this trade war’s impact on clothing in 

detail. 



 

 

 
 

2 

I will probably use data from Bloomberg and google scholar. Also, I will do some research 

about people’s opinion on the clothing industry. What’s more, I will compare the data in recent 

years to conclude the final results. 

It is very important, because it relates to the most vital part in people’s life. As an old saying 

says: no people can live without clothing, food, house and transportation. In doing this research, 

I hope I can solve people’s confusion about clothing’s price and quality in this Sino-China trade 

war. 
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Literature Review 

 Recently, the relationship between China and US is not tranquil as usual. “In 2018, the 

United States increased tariffs on nearly 50 percent of its imports from China. On the contrast, 

China fought back with tariffs on more than 70 percent of imports from the United States.” 

(Bown, 2019). This Sino-US trade have several reasons. In other words, this fraction is not 

accidental. 

First, it is because Chinese “high trade surplus and low trade coexistence” (Chen & Yang, 

2017). It means that China focus on the low-end value chain, which will cause much fraction 

and will finally contributes to the trade war. The second reason is that “US hegemony over the 

last seven decades or so has recently been challenged by China’s rise. Since the economic 

reforms launched in December 1978” (Kim, 2019). America is caring about if China’s 

development will harm its overlord status.   

Recently, the rise of China has made the United States lose its dominant position after the 

collapse of the Soviet Union. China has forged many good relationships around the world and 

become one of the world's major trading partners and investors. The United States attacking on 

China was not unprovoked. Something similar happened more than once after world warⅡ.The 

first was during the cold war when the United States encircled the Soviet union in both ideology 

and trade. The second came at a time of rapid economic growth, when Japan's gross domestic 

product was approaching the United States, making it feel threatened by its dominance and 

restricting market access for Japanese goods in key areas such as cars and communications. 

During this period, the "Chinese dragon" economy developed steadily, and its GDP is even 

expected to surpass that of the United States in the next few years. In addition, China has 

launched the "One Belt and One Road" strategy. China's embracing of globalization is at odds 

with American isolationism.  
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What’s more, there are several reasons people can infer using the RCA model. For example, 

“the encouraging export and limiting import policy, the differences in statistical methods, the 

trade relations change and different market demand structure” (Wang & Pang, 2019). These 

several reasons are factors which lead to this fraction. Also, we choose the soybean to find the 

Sino-US fraction’s impact on specific goods in China. Chinese soybean is serious import-

dependent country, imports are the main supplies. This fraction will definitely influence the 

soybean price in China” (Junde, 2019). 

 Then, “the origin of the clothing and garment industry begins in Zhejiang province since 

1980s, because the manufacturing skills can be exploited with low initial investment.” 

(Lombardi, 2016). It means Zhejiang province has advantages in garment industry compared 

with other provinces as it has a long history of making and producing clothing. Also, according 

to the essay which talks about the clothing industry in Zhejiang Shaoxing, the development 

layout of textile industry: Shaoxing county is taken as the center of gravity to support the 

construction of coastal industrial zone and Keqiao development zone, which drives the faster 

development of textile industry in the area around Hangzhou bay. With respect to the industrial 

cluster and chemical fiber production, Shaoxing, Xiao Shan, Jiaxing and other advantageous 

areas are regarded as the main agglomeration. People focus on the production of differentiated 

fibers, new types and special fibers with high added value, increasing the proportion of 

differentiated fibers (40%), proportion of industrial and decorative fibers (40%). What’s more, 

“15% of companies in Zhejiang Province were operating in the textile and clothing industries, 

making it one of China’s main centers for manufacturing textile products at that time.” (Lu, 

2015). This means that in Zhejiang, clothing industry accounts for a very high proportion. As a 

result, the Sino-Us fraction will definitely cause a big fluctuation in export and import relating to 

clothing.  
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One of the main reasons is because the Chinese “Hukou” policy, which means that “a 

system used to register households in China. The system shows that “workers who migrate from 

rural areas or other countries may not receive social security benefits in urban areas. The 

influence of the Hukou system indicates that many migrant workers are often left without any 

social security protection or benefits.” (Gillian, 2014). As the result, because of the exchange 

rate’s changing, many workers from other countries may choose not to go to China to find a 

work because the strict policy and the tense situation.  

 Finally, according to the Var model adduced by Li & Gan in 2019, people predict that in 

Sino-US trade conflict will have an impact on China's clothing economy in the short term, In the 

long run, the impact of this war on Chinese economy will gradually weaken over time and 

finally realize a new equilibrium.  
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Methodology 

With respect to the research design, I will probably define it as quantitative research design, 

because it is necessary to use the statistical methods to analyze the impact of Sino-US trade war 

on Chinese clothing industry.  

Dependent Variables 

The dependent variable is the imports of synthetic fibers for textiles and the exports of the 

Textile yarn, fabric. We intend to find how these two variables will change during the trade war. 

Independent Variable 

The independent variable is the changing tariff, this change will lead to imports and exports 

changing, we want to find the relationship between these things. 

Regression Model 

The first model I choose is the linear equation model to find if the tariff changing will 

contribute to the imported and exported clothing. I will do the regression test between the tariff 

and the imports of synthetic fibers for textiles. I use the imports of synthetic to represent the 

imports of garment, because it is the biggest part of the imported goods. Also, I will do the 

regression test between the tariff and the exports of the Textile yarn, fabric, which is the biggest 

part of exported. The data will be collected monthly from 2016.10-2019.8 during the trade war. 

Balance of Payments 

Regarding to the second model I choose the Balance of Payment model. I will collect the 

current account to get the imports and exports data monthly from 2016.10-2019.8. 

There are three reasons why I choose this model: 

1. Determine the balance of payments activities of countries pursuing macroeconomic 

policies 

2. Find that how do exchange rate changes and fluctuations affect trade balance 
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3. Assess the history of capital flows and the conditions that led to capital flight during 

periods of crisis 

What’s more, Balance of payments data are important to government policymakers and 

multinational companies because they are a measure of a country's competitiveness or health 

Bop data is necessary because: 

1. This indicates that a country's foreign exchange rate is under pressure 

2. A signal to impose or cancel control on a variety of payments 

3. A prediction of a country's market potential 

 

This is the formula of this model. We will probably analyze the current account and 

financial account in recent years of America and China. 

These are the methods we use. 

 

Data and Basic Information or Statistics 

We will get data during 2016, 2017, 2018 and 2019. 

Data is from the Yahoo Finance and Bloomberg. 

It includes the current account of China and America. 

It also includes the imports of synthetic fibers for textiles and the exports of the Textile 

yarn, fabric. 
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Results 

Potential outcomes or preliminary findings 

There are probably 4 actual outcomes.: 

1. Mutual concessions: 

Less than a month ago, this would have been possible. After talking in Washington, U.S. 

Treasury secretary Donald said the U.S. would "hold off on starting a trade war" and would not 

impose tariffs on China. At the time, the us was expected to accept China's increased purchases 

of us products, but within days President trump reversed that. 

Analysis shows that the possibility of a truce between China and the United States in the 

short term is not high. The United States is pushing China to change its science and technology 

strategy, a senior U.S. official said Wednesday. But China has made it clear that its made in 

China 2025 strategy will not change, which means that China's strategy for technological 

development including artificial intelligence will proceed as planned. 

  

2. China backs down and opens up its market 

After years of Beijing spearheading investment and exports to drive up growth, China has 

shifted its focus to maintaining steady growth and boosting domestic demand. A trade war could 

disrupt Beijing's economic agenda. 

The analysis points out that the most favorable scenario for the United States is for China to 

make concessions on science and technology and open its market to more American goods and 

services. "If you're a trade negotiator, having a President like trump is a big advantage because 

he's known to impose tariffs, which gives trade negotiators a lot of room to maneuver," said 

hunt, who was director of international economics at the national security council during the 

bush administration. 
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3. The United States concessions, as soon as possible to negotiate a solution. 

When trump announced a tax increase on Chinese goods, China immediately put an 

equivalent tax increase on American goods, including agricultural products such as soybeans, 

corn and cotton. If implemented, it would be a blow to America's farm states, which supported 

Mr Trump in the 2016 presidential election. If those states suffer, Mr Trump will face political 

pressure, especially ahead of the mid-term congressional elections in November. 

Mr. Haines, a managing director at Evercore ISI, a consulting firm, said that in terms of Mr. 

Trump's actions, "what he wants is not just to keep talking, but to resolve trade issues in the 

short term, not drag his heels. 

 

4. Trade war erupts: 

There are reasons to believe that the trade dispute between China and the United States 

could escalate rapidly, as neither side wants to appear weak, the analysis said. Donald trump is 

under increasing pressure to please voters ahead of November midterm congressional elections. 

As for China, the long-term strategy of its top leaders is to turn China into a global technology 

leader. If Mr Trump insists on seeing a change in China's economic model, sino-us tensions will 

persist for a long time. In the past, the U.S. government has asked Beijing to loosen its grip on 

industries like steel, with little success. 
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Testing Results 

Data:  

 

Regression Test and Results: 

1.  
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Regression test 1 is the relationship between the tariff and the Imports of synthetic fibers for 

textiles. 

Regression test 2 is the relationship between the tariff and the exports of the Textile yarn, 

fabric  

I use the Imports of synthetic fibers for textiles and the exports of the Textile yarn, fabric to 

represent the trade war’s impact of garment industry based on the changing tariff.  
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Test 1: The multiple R is 0.915825, it means that the relationship between these two 

variables is strong. The R square is 0.838736, it means that 84% of the values fit the regression 

analysis model. In other words, 84% of the dependent variable (the Imports of synthetic fibers 

for textiles.) is explained by the independent variable (tariff).  

Test 2: The multiple R is 0.925863, it means that the relationship between these two 

variables is strong. The R square is 0.857222, it means that 86% of the values fit the regression 

analysis model. In other words, 86% of the dependent variable (the exports of the Textile yarn, 

fabric) is explained by the independent variable (tariff).  

As a result, we can find that because of the changing tariff based on the trade war, the 

imports and the exports of garment industry also make changes.  

Since this year, China's garment industry is still facing a complex development 

environment, the international market demand continues to be depressed, domestic market 

consumption reform accelerated. In such an environment, garment enterprises are actively 

transforming, adjusting, innovating and upgrading, and the industry has achieved sound 

development under pressure and challenges. With the escalating trade friction between China 

and the United States, some textile and apparel products have been affected by the war of trade 

war, and exchange rate fluctuations will become normal in the new era, posing challenges to the 

cost accounting and profit realization of export orders. But even so, many textile and apparel 

exporters and cross-border e-commerce sellers see opportunities in the category. There is no 

doubt that under the trade war between China and the United States, the export of Chinese 

garment enterprises will face great challenges. We all know that not to put all eggs in one 

basket. It will be a new attempt for factory enterprises to explore emerging markets and 

transform into cross-border e-commerce. 
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Conclusions 

limitations 

1. We don’t have enough time to find the latest data, all the data we get is from internet, 

which we probably be fake and outdated. 

2. We get resources only from Chinese internet, it may have some bias, which will lower 

the objective attitude.  

3. There will exist some survivorship bias, which can occur if only a number of disciplinary 

biases that have gone through the same selection process and have not been ignored due to a 

lack of visibility are inferred. 

4. Sample size can be difficult to determine if a particular result is a true discovery and if 

type II errors may occur in some cases, such as when the null hypothesis is wrong and 

differences between research groups are not reported. It means that maybe the sample size we 

choose is small, which will influence the final results. It is called sample size limitations. 

5. We don’t have enough funds to do further research or enlarge our research size, which 

may make our research lack reliability. 

Conclusion 

This research finds that because of the trade war between China and America, the tariff 

changes. As a result, the imports and exports change with the same direction of the tariff. When 

the tariff increases, the imported and exported clothing also increases. Based on people’s 

historical thinking, the increasing tariff will probably decrease the imported and exported, 

however, the increasing tariff doesn’t influence the imports and exports. On the contrast, it 

changes with the same direction of the tariff. Based on this information, it could have the 

following reasons:  

 It probably has several reasons: First: Companies sign contract for several years, as a 

result, the Sino-Us trade war will probably not influence too much. Second: The profit of the 



 

 

 
 

16 

trading is too much more than the tariff, so even the tariff increases, companies will still choose 

to import and export. It requires further study. Now what we can convince is that in the short-

term trade war will not influence too much to the garment industry. On the contrast, it even may 

increase the demand of import and export. However, in the long-run, it will probably have some 

bad effects which we cannot decide now. 

 

Future Steps 

In this particular period, American investors did not just outsource, but diversified from 

direct and indirect investment to the acquisition and acquisition of shares in textile and apparel 

companies. It is predicted that textile projects will be developed to Vietnam in the coming 

period. So far, most direct investment in the United States has been in yarn, apparel and 

accessories. 

Analysis of the general trend in the future: stable in the short term, stable in change! 

China's garment industry will continue to deepen the supply-side structural reform and 

promote the effective implementation of the "three goods" strategy. It is expected that the overall 

garment industry will continue to maintain a relatively stable development trend in 2020. 

Under the current new situation, the textile and garment industry should speed up the 

transaction speed, adjust the market distribution, especially the business proportion of customers 

of Xiamen, or the price premium ability, increase the efforts of independent research and 

development, improve the competitiveness of products and their own, in order to cope with the 

new situation. China should also pay more attention to the "One Belt And One Road" region. 
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