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Abstract 

The people of the United States have recently been very expressive of their frustrations 
with many of the nation's problems. One of these problems is the concern over the rising 
influence of China in the US economy. The United States has always had a strenuous 
relationship with China. Always striving to come out on top, both countries have always 
been at ends with each other in every aspect, and the most prominent gap between the 
United States and China is a massive trade deficit. China is known as the manufacturing 
enterprise of the world, producing products such as automobiles and electronics for low 
prices. The sheer manufacturing capability of China led to the trade deficit, and in turn 
the US lost many jobs in multiple industries, especially the manufacturing industry. The 
trade deficit threatens the interest and development of the US economy, thus the Trump 
Administration is locked in the trade war with China as of 2018 to bring back jobs and 
revitalize the labor force with a focus on the manufacturing industry. However, the US 
faces a more serious problem than international trade. As humanity goes further into 
what is said to be the Fourth Industrial Revolution, there may be greater problems on 
the horizon for employment in the US. Technology will become a dominant force in labor 
and the attractiveness of productivity and efficiency that technology offers prompts 
companies to implement them as soon as possible, which means bad news for the one in 
jobs greatest at risk of replacement. There may need to be a shift in priorities and 
political policies to accommodate the unemployed due to the onset of technological 
advancement in the coming years. 
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1. Introduction 

The world is progressing on a scale that unlike anything history has ever seen. With 
technological advancements paving the way to the future, countries find themselves much more 
connected to the rest of the world. Through these connections, countries exchange a multitude 
of goods and services, which bring vast economic benefits. However, there are repercussions to 
trade as well. In the case of the US and China, China’s superior manufacturing capabilities have 
taken many jobs in the US, particularly in the manufacturing industry. Many people voiced their 
concerns about China, and the Trump Administration took action against the growing economic 
power. The result was the US-China Trade War, the attempt for the US to maintain at the top of 
the global economy and regain jobs. However, technological unemployment is steadily 
becoming a problem as technology continues to take jobs across multiple industries. Humanity 
stands at the beginning of the Fourth Industrial Revolution, the age of automation. It will not be 
long before robots will establish their place in the labor force. This paper discusses the real cost 
of the impact of the US-China Trade War on employment in the manufacturing industry and 
addresses the issue of technological presence in the labor market. By looking at the effects of 
both situations, a comparison can be created to determine exactly what needs to be prioritized. 
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2. China’s Rise to Economic Power 

China experienced unprecedented massive growth in the past few decades. In 1979, Deng 
Xiaoping opened up China’s economy to the world, giving them access to the world markets. 
The government became heavily involved in domestic companies and directed them towards 
high-priority areas. In addition, the government maintained a low exchange rate of the Chinese 
yuan to the American dollar to sell exports at cheaper prices. As a result of these factors, China 
soon became one of the fastest-growing economies in the world, with an average GDP growth 
rate of 9.5% through 2018 [1]. It is now the world’s largest economy, manufacturer, and center 
for international trade, and the United States is one of its largest trading partners, thus making 
it an important part of the American economy and manufacturing industry. 

3. US-China Trade War 

China is a growing economic powerhouse. It dominates the global manufacturing economy, and 
the increasing presence in the global economy is seen as a threat to the United States, and raised 
many concerns. Trump’s Administration highlighted the tensions with China. They swiftly 
enacted higher trade tariffs in 2018 to stop the growth of China. In retaliation, China raised 
tariffs on exports from the United States, turning the conflict into the US-China Trade War as 
we know it. 

3.1. Causes of the Trade War 

The biggest concern for Trump’s administration was the great trade deficit between the US and 
China. According to the Office of the United States, there was a $418.9 billion trade deficit 
between China and the United States in 2018 [2]. Because of this deficit, Trump argued that 
many industries, in particular the manufacturing industry, and the wages of workers have 
tanked. The reason behind China’s immense manufacturing capabilities is their ability to pay 
workers lower wages, resulting in cheaper products, as well as the number of workers. In order 
to compete with these products, US companies need to cut wages to reduce the cost of their 
produce, or they could manufacture their products in China and ship it back in as a cheaper 
alternative. As a result, the manufacturing industry in the US has been performing especially 
poorly. The Trade Adjustment Assistance program is a program dedicated to aid workers who 
have lowered wages or lost jobs due to increased imports. Evaluating the number of workers 
in the Trade Adjustment Assistance program covered in 2017 and 2018, the manufacturing 
industry alone made up more than 50% of all workers affected. This was roughly 60,000 
workers in 2017 and 51,000 workers in 2018. The employment in the manufacturing industry 
was averaging 17-18 million back in the 1980’s, but the number drastically lowered to 12.3 
million in 2014, to 12 million in 2018. The annual rate of job loss has been 0.5% since 2008. 
Trump also accused China of stealing intellectual property. It is reported that in 2017 China was 
stealing anywhere from 225 million to 600 million dollars worth of intellectual property. It is 
believed that China implements a forced technology transfer policy on US intellectual goods, 
where US intellectual goods must be shared with Chinese companies in order to gain access to 
the Chinese market. This enables Chinese companies to become more competitive in the market 
as the US companies. Finally, China owns the largest amount of US treasury bonds after Japan, 
roughly $1.1 trillion or 16% of the US’s debt [2, 3]. By buying these bonds, China has been 
keeping its export prices low and the renminbi low compared to the dollar. The US dollar is the 
safest and stablest asset to buy, which is all the more reason to invest in it. Economists worry 
that China may sell these bonds all at once and cause stagnation of US economic growth. 
However, such a move is extremely self-destructive and there is simply no evidence to prove 
China would do so. On top of their motto to “make America great again,” these reasons have 
motivated Trump’s Administration to renegotiate the China-US trade relationship by raising 
tariffs on Chinese imports. 
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3.2. Impacts of the Trade War 

Trump raised tariffs on multiple Chinese goods, totaling $550 billion in 2020. These goods 
included iron, steel, electrical machinery, and agricultural goods. In retaliation, China raised 
tariffs on $185 billion worth of US goods [4]. This is almost all of the imports from the US that 
China receives. China’s raised tariffs on agriculture and automobiles have resulted in an 
especially huge loss in income and raised prices for products. China was one of the biggest 
consumers of agriculture, and the tariffs dealt a heavy blow for farmers in the US. Exports to 
China dropped from $19.5 billion in 2017 to only $9.2 billion in 2018. As for the automobile 
industry, companies could no longer be supplied with cheap steel, iron, and electrical 
machinery from China. Due to the rise in price for materials, automobile companies need to 
raise the price for the products they produce, as well as cut jobs and wages to still make a profit. 
The Chinese economy is heavily dependent on foreign trade for economic development, thus 
the halt of trade to the US gives the US significant leverage in negotiating a trade deal. 

However, income for other countries has been on the rise. The trade war has left both the US 
and China with gaps from less trade. To make up for these gaps, they turn to other countries 
and increase trade between countries such as the European nations or Japan. In return, these 
other countries benefit from increased trade.  

3.3. The Ones that Suffer the Most 

The ones most affected are the middle and lower class of both the Chinese and the US. Having 
lost an important source of cheap products, prices of goods such as furniture, clothes, and 
automobiles that used to decrease by 2% on average due to inflation have seen an increase by 
4% on average in the US [5]. The increase in price means that people have to pay more for 
products, making life much more difficult for people at the bottom. Some of these people have 
barely enough money to survive and the increased prices only serve to put heavier financial 
burdens on their economic situation. In addition, the trade war cost the US a further 300,000 
jobs according to Moody’s Analytics [6]. The ones that pay the tariffs are companies, and to pay 
that money companies have to increase the prices of their products and lay off employees. More 
jobs are being lost than gained in the Trade War. 

3.4. Stalemate 

In the present, the trade war is at a standstill, with both sides agreeing to a deal. Currently, we 
are in “Phase One” of the deal. In this deal, China has agreed to buy $200 billion worth of goods 
in addition to greater protection of US intellectual property as well as more access to Chinese 
markets for US companies. Manufactured goods make up a large portion of this deal ($77.7 
billion), followed by energy goods ($52.4 billion), then agricultural goods ($32 billion) [7]. It is 
evident that the Trump administration hopes to boost the manufacturing industry in the United 
States, hence the large portion of manufacturing goods China will buy. Economists from the 
World Trade Organization have run simulations to evaluate the effects of the “Phase One” trade 
deal. Because of China agreeing to buy more products from the US, it is expected that trade will 
increase in all industries, in particular agriculture and machinery. On the other hand, imports 
from China will continue to decrease and as a consequence, China will increase trade with other 
countries. But in the end, these are just simulations. Some see this as an opportunity for the US 
to ease the deficit, which is entirely possible. 

4. Technological Development 

While China has taken the center stage of priorities in the US government, an area that is 
steadily becoming more of a threat to the manufacturing labor force each passing year. Susan 
N. Houseman uncovers in her study the strong relationship between the loss of jobs and the 
growing automation industry, and the lack of recognition of this problem [8]. As technology 
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continues to progress, the impact it has cannot be ignored. Humanity stands on the brink of a 
fourth Industrial Revolution. The first three were powered by steam, coal, electricity, 
automobiles, and computing. Now, it’s fuelled by automation, artificial intelligence, and the 
mobile internet. Many concerns have been raised whether the development of technology will 
ultimately benefit the people in the industries centered around the production of goods. They 
comprise roughly 12.9% of the US labor force (with the manufacturing industry taking 7.9%), 
making it a critical component in the US economy [9]. 

It is debatable whether this new technology will create or destroy more jobs. Oxford 
Economists Carl Benedickt Frey and Michael Osborne estimate that 47% of jobs will be 
automated by 2030. Another study by Oxford Economics believes 20 million manufacturing 
jobs will be replaced by 2039.On the other hand, studies by the World Economic Forum 
performed studies where 85 million jobs will be destroyed but 97 million new jobs will be 
created, an addition of 12 million jobs [10-12]. I believe there is stronger evidence to suggest 
that technology will ultimately replace more jobs than it can create, especially within the 
manufacturing industry. Several factors that need to be considered. While new jobs may be 
created, these new jobs are more likely to be higher-skilled ones. Because of this, many workers 
need to be reskilled, which will take resources. Economists also connect the present industrial 
revolution with those of the past and use history as evidence to suggest the creation of many 
more. But I believe it is different with the technology that is being developed. Automation has 
far greater potential than previous technological developments in the labor force. The sheer 
multitude of jobs automation can perform gives reason to believe many people will be displaced 
by this technology. It is on a much bigger scale than anything that humanity has experienced 
before. 

4.1. Potential Policies 

To curb the loss of jobs due to technology in the manufacturing industry, the government 
should be implementing policies to reduce the number of jobs that may potentially be lost to 
the new age of technology. A stronger safety net is required for those in jobs at high risk of 
replacement. 

One policy that is very simple and effective is mandating employment. If the government sets 
restrictions on which jobs can be replaced by automation, some people will be able to keep their 
jobs. Another policy is to help fund education and training reform. That way when new jobs are 
introduced when automation is integrated, more people will be qualified for these jobs. Finally, 
the government could provide greater support for the gig economy. Those that lose their jobs 
will not lose an option to maintain a livelihood, and the population of the gig economy is 
growing in the United States [13]. Through these policies, there will be a better safety net for 
those most at risk of being displaced and prevent major damage to the economy. 

5. Conclusion 

The manufacturing industry has not one, but two problems: the trade war with China, and 
technological development. This paper has demonstrated the significant effects both have on 
the manufacturing industry, and emphasizes the urgency to take action to prevent major job 
loss. However, these solutions are far from long-term relief. What can be learned from the past 
industrial revolution is the certainty of some job loss in the initial stages. Thus these policies 
are perfect for sustaining a minimal amount of job loss as we are still in the early stages of the 
Fourth Industrial Revolution. Some argue that automation will severely damage the labor force, 
while others argue automation will create more jobs than destroy. The future remains 
uncertain, but we must be prepared for the turbulent road ahead for the US manufacturing 
industry. 
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