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Abstract. This study investigates how tariffs and trade liberalization affect FDI inflows to
ASEAN+3 economies, with a particular focus on sectoral inflows in manufacturing and services.
The analysis incorporates the role of global value chain (GVC) integration in the context of U.S.—
China trade tensions. The results indicate that while tariffs exert limited influence on overall FDI
inflows, their effects are more pronounced within the manufacturing sector. Conversely, trade
liberalization consistently promotes FDI across both total trade and GVC contexts, underscoring its
central role in sustaining investment flows. The findings further reveal divergent sectoral responses
to rising U.S. tariffs. Manufacturing FDI increases as multinational firms relocate production to cost-
competitive ASEAN+3 economies, whereas services FDI contracts due to its dependence on globally
dispersed demand and value-added linkages. Overall, the findings contribute to understanding how
trade tensions reshape FDI patterns, underscoring the importance of trade liberalization and GVC
integration in sustaining FDI inflows across ASEAN+3.
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1 Introduction
1.1  Tariffs, Global Value Chains, and Foreign Direct Investment prior to 2018

With the expansion of international free trade, the concept of Foreign Direct Investment (FDI) has been
introduced to the world. FDI involves an individual or business from one country investing in a company
located in another country to establish a long-term relationship and a significant influence over the
company’s operations [81]. This investment includes the initial capital injection and ongoing cross-
border financial transactions between investors and foreign enterprises [67].

From Trade Barriers to Value Chains: The Role of Tariff Cuts in GVC Formation. In the late 1980s,
developing countries that had previously avoided free trade began to recognize the importance of tariff
liberalization in attracting MNEs to their economies. By integrating into GVCs, countries could focus on
their comparative advantages rather than produce the entire goods domestically [7]. Even a small increase
in tariff could discourage GVCs' participation in developing countries, particularly the manufacturing
and low-tech sectors, by increasing not only the production cost but also the overall costs as these effects
accumulate along the supply chain [35, 66].

Global Value Chains as a Catalyst for Foreign Direct Investment. Cross-border production has
become increasingly common, with a number of Transnational Corporations (TNCs) participating in
GVCs to gain local advantage from lower costs and specific capabilities offered by different countries.
Since around 2000, international trade and FDI have increased simultaneously, driven by these GVCs'
expansion [55]. UNCTAD’s estimation that TNCs coordinate 80% of world trade further highlights their
role in distributing value-added activities globally [82, 16].

Normally, a firm deciding to become a multinational considers several key factors the firm and sector
characteristics, cost, and risk associated with the investment [15]. The four motives are efficiency-
seeking, resource-seeking, market-seeking, and strategic asset-seeking, contributing to different extend
of GVC integration effect. FDI often follows GVCs as firms invest where they can integrate into value
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chains. In turn, FDI expands GV Cs through both intrafirm and arm’s-length trade, highlighting their two-
way relationship [15, 55].

Efficiency- Resource- Market-seeking Strategic asset-
seeking FDI seeking FDI FDI seeking FDI

e

Serve local market

Broader GVC
integration:
technology &
knowledge

- = Limited GVC

Fig. 1 Different FDI’s Impact on GVC. Source: Author

1.2 The Evolution of the US-China Trade War: Global Trade Under Pressure

Timeline of Key Events. In early 2025, the U.S. president, Donald Trump, returned to the U.S.
administration and started Tariff War 2.0 with the “America First Trade Policy” [78]. He imposed
additional tariffs on China, Canada, and Mexico, which caused a $1 trillion trade deficit in the U.S. in
2023 [14, 79]. As of April 2025, Trump announced “Liberation Day”, which imposed 10% blanket tariffs
on all imports and “reciprocal” tariffs on 60 trade partners with high trade deficits, with China levying
the highest (34%) [40, 58].

However, the second wave of tariff warfare has been temporarily paused with a 90-day suspension of
the additional tariff, which offers a critical window for diplomatic negotiation for the countries involved.
This pause has temporarily stabilized bilateral trade flows, but the core issues remain unresolved.
Notably, the current situation echoes the initial shift from global economic integration to rising
protectionism that began in 2018. Donald Trump announced the first U.S. tariff on China, marking a
pivotal moment in the current dynamics of the international trade flow, which significantly reshaped the
economic relations worldwide.

From Trade Deficits to Tariff Wars: The Return of U.S. Protectionism. The growing concern of the
U.S. over the trade deficits, where the U.S.’s imports substantially exceed exports, raises fears over its
long-term economic sustainability [38]. China remained as U.S.'s largest trade deficit country, amounting
to $270.4 billion [89], hence it triggered the U.S. to impose tariffs to reduce the reliance on China’s
imports. Trump claimed that the trade deficits can be addressed through tariff revenues. As a result, this
tarift strategy contributed to a rise in global trade barriers and brought back the protectionist approach in
the U.S. This situation severely reshaped global trade and diversified the global supply chain, further
affecting the FDI inflows in various countries. The ripple effects of the tariffs were observed beyond the
US-China bilateral trade, rising prices, and costs across GVCs [19].
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Fig. 2 US-China Tariff Rates Towards Each Other and the Rest of the World (RoW). Source: Author, using data
from Bown [14]

ASEAN+3: Regional Cooperation Amid Global Trade Tensions. Over time, ASEAN+3 has evolved
into a comprehensive economic group through its efforts towards deeper regional integration (ASEAN
Plus Three, 2017). Instead of creating an ASEAN+3 FTA, each country makes separate trade agreements
with ASEAN, signing the ASEAN-China Free Trade Area (ACFTA) in 2005, ASEAN—Korea Free Trade
Area (AKFTA) in 2006, and ASEAN-Japan Comprehensive Economic Partnership (AJCEP) in 2008.
For example, China has become ASEAN’s biggest trade partner after the implementation of ACFTA,
which cut down tariffs on nearly 90% of imports to zero by 2010 [57].

South Korea and Japan, as major trade partners of both the U.S. and China, have seen increasing FDI
inflows from 2018 to 2024. The outward investment from these countries reflects market-seeking FDI,
aiming to avoid high tariffs and preserve the market amidst trade tensions [21, 61]. Vietnam serves as a
special case, attracting efficiency-seeking FDI due to its ability to attract diverted FDI, reflecting the
heterogeneous impact of the US-China Trade War across ASEAN+3 countries with different income
levels.

1.3 Not All FDIs Are Alike: Manufacturing vs. Services

Does Manufacturing FDI Continue to Outpace Services FDI in GVCs? GVC-related FDI mainly
refers to foreign investments engaged in the production of intermediate goods, as GVCs depend on the
cross-border movement of these goods at various production stages, making trade in intermediate goods
a common measure of GVC participation [42, 22, 23, 47]. Therefore, manufacturing FDI is the form
most closely linked to GVCs.

Yet, the integration of the service sector into GVC is not as straightforward as manufacturing FDI,
which involves tangible goods that can be physically moved across borders. According to WTO [90],
services are embedded in goods and traded indirectly through GVCs. This indirect participation of
services is a key feature of what is referred to as the “servicification” of manufacturing, where services
are increasingly used as inputs at various stages of the production process rather than being final outputs
[46, 49, 60, 68].

This distinction makes it harder to directly link service FDI to GVCs. Unlike manufacturing, FDI
involves tangible goods; services often supporting activities like international logistics or financing
cross-border trade, and also cater to local market demands, making it difficult to pinpoint whether a
service FDI specifically supports GVC-related activities. Hence, the manufacturing sector plays a more
significant role in GVCs than the services sector, particularly in developing countries, where backward
integration predominates. Meanwhile, developed nations are more focused on forward integration or
exhibit lower overall participation in GVCs. Due to the tangible nature of manufacturing FDI and its
crucial role in the production of intermediate goods, it remains more directly tied to GVCs, and we
assume that manufacturing FDI outpaces services FDI in a trade war.
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The Varied Impact of Tariffs on Different Types of Foreign Direct Investment. The imposition of
tariffs on goods during the US-China trade war had a different impact on the FDI of the manufacturing
and service sectors. Tariffs, which were primarily targeted at manufacturing goods rather than services,
had a more pronounced impact on manufacturing FDI. These tariffs increased the costs of manufacturing
input [30, 31, 95] and reduced the profitability of export-oriented manufacturing ventures of
counterparties [1, 91]. The impact of higher tariffs was further intensified by GVCs, especially in
multistage production processes where goods progress through sequential stages from upstream to
downstream, with value added at each step [29].

The percentage of all goods imported by the U.S. that come from China dropped from 21.6% to
13.93% between 2017 and 2023. Tariffs led to a decline in imports from China and stimulated export
growth in other countries [33]. China, which relies on imported intermediate and final goods for the
production of certain finished products, increasingly turned to ASEAN countries as key suppliers [94].
Among East Asian countries, Vietnam, the Philippines, and Cambodia have the greatest potential to
replace Chinese exports relative to the scale of their economies [17]. To minimize the impact of tariffs,
many firms started sourcing from alternative suppliers and relocating production stages to other
countries, driving up FDI inflows to third-party countries.
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Fig. 3 Global inward FDI flows to ASEAN by industry. Source: Author’s calculation, using data from ASEAN Stats
(2025)

The FDI flows to ASEAN countries show a different impact on the manufacturing and services sectors.
FDI inflows in ASEAN manufacturing spiked in 2018 by 90.16% reflecting relocation of manufacturing
from China to ASEAN to bypass U.S. tariffs. Services FDI hurt during 2018 but marked a positive growth
trend since then. This difference in impact is because U.S. tariffs primarily target physical goods, making
manufacturing more vulnerable to trade barriers and often relocate operations to reduce export costs and
maintain market access. Conversely, services are less affected by tariffs since services like finance,
digital services, and logistics are not subject to border taxes.

However, Prazeres [69] emphasizes that tariffs also affect the services industry. When the U.S.
imposes higher tariffs on manufactured goods, the adjustment is usually observed immediately in
manufacturing FDI. This, in turn, indirectly stimulates the services FDI, since manufacturing activities
rely heavily on complementary services such as logistics, warehousing, finance, insurance, and
professional support. As a result, service FDI tends to follow with a lagging effect, as MNEs often expand
service-related activities to support the growing manufacturing base. Hence, manufacturing FDI
catalyzes subsequent service FDI inflows, amplifying the overall impact on ASEAN+3 economies.

1.4  Problem Statement

The US-China Trade War is no longer just a bilateral dispute; it has become a major global issue that has
impacted trade, investments, and production processes globally. The war had raised serious concerns
about future economic cooperation and development, especially in ASEAN+3, which is closely linked
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with the U.S. and China. The problem lies in how the US-China Trade War has affected the FDI decisions
of ASEAN+3 countries, many of which are caught in the middle of the US-China rivalry. To tackle the
uncertainties, ASEAN+3 economies have implemented strategies to encourage FDI inflows, including
deepening trade partnerships between countries and reducing trade barriers. But, since China is their
main trading partner, it is not easy for these countries to shift away from China to alternative markets
despite vulnerability and pressure from the U. S. Hence, there is an urgent need to understand how
changes in trade liberalization, tariffs, and GVCs are currently affecting total and sectoral FDI inflows
in the ASEAN+3 countries during the US-China Trade War period.

1.5 Expected Contribution

This study holds significant value in examining how the trade war’s impact extends through 2022,
specifically on how tariffs, disruptions to GVCs, and trade liberalization influence FDI inflows. This
research mainly focused on investigating the FDI inflows in the manufacturing and service sectors in the
ASEAN+3 economies since the US-China Trade War intensified. By filling this gap, the research
provides critical insights for policymakers, investors, and businesses, guiding them in adapting their
strategies to the ongoing global economic disruption caused by the trade conflict.

2 LITERATURE REVIEW

2.1 Linkages Between GVCs, Trade Liberalization, and FDI

According to the World Bank [88], GVC and FDI centrality have a significant positive correlation
globally. GVCs are increasingly linked to FDI flows, with subsidiaries supplying inputs to parent firms
[74, 36, 55]. Hence, investment strategies are shaped by how well a country is integrated into GVCs,
linking different types of FDI to different GVC strategies [15, 50, 52, 55]. A study by [36] and Kowalski
et al. [50] suggests that countries with higher GVC participation tend to attract more FDI, especially
through backward linkage. However, [52] challenges the roles of institutional and regulatory
environments in determining whether GVC participation effectively translates into higher FDI inflow
(see also 66].

Moreover, [83] found that regional integration efforts, such as the ASEAN Economic Community
(AEC) and the ASEAN Comprehensive Investment Agreement (ACIA), have significantly improved
ASEAN’s FDI inflows. It underscores the importance of trade liberalization and investment-friendly
policies in attracting FDI, which is supported by [93, 45, 37, 84, 2]. The statement is further validated by
[51], stating that the protectionist policies negatively affected FDI inflows by reducing trade openness
and investor confidence. However, [76] found that while PTAs positively affect FDI, RTAs have an
insignificant relationship with FDI. [45] also argued that FTAs reduce FDI between developed countries
due to trade and investment substitutability.

2.2 The Economic Consequences of the Tariff War

U.S. Tariff: Spillover Effects on Domestic Tariffs and Total FDI. Domestic tariffs serve as a
protectionist measure that raises the relative import costs to protect domestic firms from external
competition. As domestic tariffs rise, MNEs face higher production and export costs, prompting them to
consider alternative destinations for investment. In some cases, tariffs also encourage horizontal FDI
through tariff-jumping motives, as firms establish local production to bypass trade barriers [12, 20, 85].

Several studies have emphasized that higher tariffs tend to reduce GVC participation [50, 73, 87, 92].
While [50] underscore the importance of low import tariffs in facilitating both backward and forward
integration, the study [92] suggested that domestic tariff has a more pronounced effect. Conversely, [73]
as well as [87] point out that the negative effects of tariffs are particularly significant in the food-related
sector’s GVC participation.

During the US-China Tariff War, the U.S. tariff raises trade costs on intermediate goods and can
reduce vertical FDI, potentially benefiting the ASEAN+3 by redirecting investment away from the
heavily taxed economies toward ASEAN+3 with strong GVC integration. The MNEs may still expand
their investment in ASEAN+3 as the benefits of established GVC networks outweigh the production and
export costs, leading to increasing FDI inflows into ASEAN+3. Hence, it showed a positive relationship
between the U.S.-imposed tariffs and the FDI inflows [18, 44, 70].
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Tariff-induced Shift in FDI with GVC Disruptions. The beginning of the tariff war had disrupted and
restructured the GVCs around the world. Tariffs imposed on any goods are an additional cost when
imported into a foreign country, which ripple and accumulate to other nations in the global supply chain
[11, 28, 39, 48]. The increasing bilateral tariffs between the U.S. and China affected the third-party
countries’ participation in different parts of the value-added process [43].

In order to reduce production costs, the U.S. and China began to implement risk-hedging plans and
supply chain diversification strategies by relocating intermediate good factories to nearer, lower-cost
countries, which is known as near-shoring [43]. ASEAN has become a significant intermediary due to
its proximity to China and lower tariff costs [35]. Hence, it proved that low tariffs on third-party countries
attracted FDI inflows through increasing GVC participation during the trade war.

[26] underscored that tariff reduction aids in increasing manufacturing GVC participation in China.
Study [28] also highlighted that the higher upstream and downstream tariffs reduced value added. Study
[92] also showed a negative relationship between tariff and GVC participation and a positive relationship
between GVC participation and FDI. However, [86] argued that in the long run, GVC participation
depends primarily on comparative advantage rather than tariff reductions.

2.3  Control Variables

Gross Domestic Product (GDP). GDP measures the total value of goods and services produced within
a country over a year and serves as a key indicator of economic growth. The market size hypothesis
argues that larger economies attract more FDI due to greater economies of scale, demand, and
profitability. Historical studies like [80, 8, 25] have shown a significant positive relationship between
GDP and FDI, as it reflects stronger market potential. However, [56] showed a negative and insignificant
effect, suggesting that larger or wealthier host economies do not necessarily attract more FDI.

Geographical Distance. Geographical distance refers to the physical separation between the home and
host countries. Greater distance leads to higher transportation costs and creates communication and
coordination challenges. Empirical studies by [9, 54, 64, 77, 93] have demonstrated that geographical
distance has a significant negative effect on FDI flows, as distance increases information asymmetry,
cultural differences, and higher transportation costs.

Trade Volume. Trade volume is the total of exports and imports. In real-world data, trade and FDI are
often seen as complements, where FDI increases trade, and trade can encourage FDI [32, 13, 65]. [10]
and [72] emphasize that FDI contributes more significantly to exports than to imports, supporting the
complementary effect between total exports and total FDI. This aligns with GVC dynamics, where FDI
often drives increased exports as MNCs engage in cross-border production. Their findings suggest that
higher trade activity, whether through exports, imports, or trade openness, creates favorable conditions
for foreign investment.

Capital-Labour Ratio. Neoclassical theory suggests that capital tends to flow from capital-rich
developed countries to capital-scarce developing countries in search of higher returns. [3] and [53]
showed that MNCs often prefer countries with lower labour costs, consistent with the Heckscher-Ohlin
framework and vertical FDI models. Yet, [41, 63, 71] report that FDI is shifting away from labor-
intensive to capital-intensive sectors. [59] proved that a positive relationship between FDI and volatility
is stronger in capital-intensive industries, which indirectly implies that countries with a lower capital-
labour ratio may attract more FDI. Capital-labour ratio refers to the amount of capital available per
worker in a firm or economy. A higher ratio suggests the country is more capital-intensive, where more
automation and technology are used by higher-skilled labour, while a lower ratio suggests the country is
more labor-intensive and has lower labour costs.

2.4  Hypotheses Development
The research will be conducted with the following hypothesis:

Hypothesis 1: In the presence of GVC participation, U.S. tariffs have heterogeneous effects on
manufacturing and services FDI in ASEAN+3 countries.
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3 METHODOLOGY

3.1 Theoretical Framework

The Ownership, Location, and Internalization (OLI) Framework. The OLI framework was first
presented by Dunning in 1976, aiming to identify the key factors influencing MNEs to invest in foreign
countries and how these investments evolve over time [27]. The model combines three main factors:
Ownership Advantages (O), Location Advantages (L), and Internalization Advantages (I).

As MNEs operate in a diverse environment, shaped by economic, political, and social differences
between countries. These challenges include weak institutions, government pressure, and changes in
domestic law and regulation, all of which affect MNEs' flexibility. By integrating institutional theory,
the OLI model provides a broader understanding of the dynamics at both the national and firm levels,
facilitating decision-making for MNEs by allowing them to consider regional conditions, rather than
focusing solely on national factors [24].

3.2  Putting Theory into Work: A Gravity Model in Trade, Tariff, and Investment

Integration of OLI framework into the Gravity Model. Within the structure of the FDI gravity model,
the integration of OLI theory provides a strong theoretical foundation for selecting and interpreting the
variables that affect FDI inflows. Efficiency-seeking FDI is driven by the goal of reducing production
costs by relocating parts of the production process to more cost-effective countries. This type of FDI is
influenced by a country’s participation in GVCs, labour quality and cost reflected by transportation and
the capital-labour ratio, the extent of trade liberalization, and tariff levels. Resource-seeking behaviour
may occur when countries face high tariffs, they may relocate production to countries with lower trade
barriers and lower labour costs. Market-seeking FDI focuses on gaining access to large and growing
consumer markets, which is represented by the host country’s GDP as well as the ease of market entry
indicated by trade liberalization and tariff levels. Strategic asset-seeking FDI, aimed at acquiring
advanced technologies, skills, and innovation, is linked to higher human capital that capture by capital-
labour ratio and deeper integration in GVCs.

EFFICIENCY-SEEKING \\

o DISTANCE
RESOURCE-SEEKING | :
\

GRAVITY MODEL

OLI THEORY |

MARKET-SEEKING

STRATEGIC ASSET-
SEEKING

Fig. 4 The Theoretical Framework. Source: Author

While the graph links FDI motivations to specific variables based on dominant patterns identified in the
literature, the real-world FDI decisions often involve overlapping and interconnected factors. For
instance, distance can also impact other types of FDI, such as efficiency-seeking, by affecting logistics
and the ability to manage cross-border operations. Therefore, while the diagram provides a structured
framework to understand the main drivers of FDI, it may not fully capture the broader, dynamic nature
of FDI decisions, where factors can have a wider influence that is not fully represented in the plot.

The Empirical Model. An augmented FDI Gravity Model that is integrated with the OLI paradigm is
formed to explain the motivations behind the trade, capital-labour ratio, trade liberalization, and tariff
towards FDI in response to trade policy changes. This leads to the formation of our empirical model.

InSECTORALFDI;;, = By + By In GDPy, + B, In GDP,, + B3 In WGHTAVRDIST;; +
BaIn GV Ciowe + BsIn CLRATIO;, + BsFTA; + B, TARIFF;, +
BsUSTARIFF,, + BoUSTARIFF;, X InGVCyy + BioHIGH_INCy + &5, (1)
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Where,

SECTORIALFDIj, = Foreign direct investment inflow from home countries j to host
country 7 in a given period of time ¢

GDP;, = The total gross added value of all final goods and services produced
by country i in a given period of time t

GDP;, = The total gross added value of all final goods and services produced
by country j in a given period of time t

WGHTAVRDIST; = Geographical distance between countries i and j

GV Cigowt = Trade of intermediary goods of country i with the rest of the world

CLRATIO;; = Level of capital intensity in county i in a given period of time t

FTA; = Number of FTAs signed by country i in a given period of time t

TARIFF; = Average tariff rate of country i in a given period of time t

USTARIFF;, = U.S. tariff rate on country i exports to U.S. in a given period of time t

USTARIFF; X GVCy = The combined effect of U.S. tariff and the GVC trade in country i in
a given period of time, t

HIGH_INC;; = Dummy variable that equals 1 if country i at time t is classified as a
high-income country; otherwise, it equals 0

Eije = Error term

In = Natural logarithm

The dummy variable HIGH _INC;, is included to control income-level differences across countries.
While the US-China Trade War has reshaped global FDI and GVC structures, the heterogeneity of the
ASEAN+3 countries may cause trade tension to have differential effects on the magnitude and direction
of FDI inflows. Therefore, including this dummy helps isolate the effect of income-related structural
differences on FDI inflows, especially within the heterogeneous ASEAN+3 region.

To particularly examine the role of GVC participation in explaining the effect of the U.S. tariff on
FDI, partial specification as shown in Equation 2 is used to highlight the interaction effect of tariff and
GVC participation, while other variables are held constant or controlled for in the full model:

FDI = ay + ay, USTARIFF + a,GVC + as(USTARIFF X GVC) @
SFDI

— =« a;GVC
SUSTARIFF 1t a

Equation 2 is employed to capture both a; and a3 x GVC, representing the direct effect of tariffs on
FDI, and the indirect effect through the interaction effect, depending on the GVC participation,
respectively. The coefficients for U.S. tariffs, a; is expected to be negative. Conversely, the coefficient
for the interaction term, a3 captures how GVC participation modifies the effect of tariffs on FDI. If a3
is positive, it suggests that GVC participation mitigates the negative impact of tariffs on FDI, vice versa.

In order to investigate the impact of tariffs on different sectoral FDI inflows, the empirical model is
modified to test the sectoral FDI empirically. The study constructs a GDP-weighted average
distance, WGHT AVRDIST;, between the host country and all potential source countries in ASEAN+3.
The weights are based on the GDP shares of the source countries, as GDP size is often correlated with
outward FDI capacity. The formula is as below:

(5=L) x DIST; 3)

Yk GDP

WGHTAVRDIST; = Z

j#

To provide sector-specific insights, manufacturing FDI inflow is denoted as MANUFDI;j; , as
presented in Equation 4. Similarly, in Equation 3.9, service FDI inflow represented as SERVFDI; ;.

Manufacturing-based FDI model:

In MANUFDIj, = By + B, In GDPy + B, In GDP;, +
B3 In WGHT AVRDISTj + B4 In GV Cipoyre +
BsIn CLRATIO,, + BFT Ay, + B, TARIFF, +
BsUSTARIFF,, + BoUSTARIFF;, X InGVCy, +
ﬁIOHIGH_INCit + gijt
(C))
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Service-based FDI model:

InSERVFDI;;, = Same as equation (4) (5)

4 Data Analysis

4.1 Results and Findings

GVC Trade Model. The results under the GVC trade model are examined to capture the influence of
GVC integration on FDI inflows into ASEAN+3. The analysis considers sectoral FDI inflows, namely
manufacturing FDI and services FDI. This approach provides deeper insights into whether participation
in GVC-oriented trade alters the FDI inflows into the ASEAN+3 region.

Sectoral FDI Inflows Model. This specification of the interaction term between GVC trade and U.S.
tariffs is to assess whether participation in GVCs mitigates or amplifies the adverse effects of tariff
measures on FDI inflows into ASEAN+3 countries.

Table 4.8. Research Findings of Sectoral FDI using GVC Trade

Variables MANU_FDI SERV FDI
InGDP; ;8:82?3)** (0.;)5;?36
InGDPjt ?6?622137) (géfs??)
InWGHTAVRDISTi ;éiizéé) {81;:23)
InGVCit ;‘&Sﬁ;ﬁ) ?(5.79355673)
InCLRATIOt ?6(.)5055361) ?d(,)oz 19 539)**
InFTAit ?6%563476)* ?6.1:72187)

-0.0982 0414
TARIFFit (8_8220)** ?0(.)3198)

. 04
USTARIFFit ?0(_);) ? 353) ?0(,)049691)**
InGVC*USTARIFFit ?(')‘1597 133)* ;g:égiz)***
HIGH_INCit* TARIFFit ?6?121; 6) ?69323372)
Adjusted R2 0.1654 0.2300
F-test 2.2688 29121

(0.0267)*+* (0.0055)***

Note. The p-values are shown in parentheses. * indicates significance at 10% level, ** indicates significance at 5%
level, *** indicates significance at 1% level

In reality, tariff shocks do not impact all economies uniformly; their effects depend on how deeply
countries are embedded in global value chains. Therefore, it is necessary to examine the interaction term
between U.S. tariffs and GVC participation to capture the indirect and conditional effects on sectoral
FDI. The regression results show that the interaction term between GVC participation and U.S. tariffs
on ASEAN+3 countries is statistically significant for both manufacturing and services FDI, with a p-
value 0f0.0913 (<0.10) for manufacturing and 0.005 (< 0.01) for services. The manufacturing coefficient
of 0.1573 indicates that when GVC participation is strong, higher U.S. tariffs are associated with greater
manufacturing FDI inflows into ASEAN+3. By contrast, the services coefficient of -1.789 suggests that
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the same interaction discourages services FDI inflows. This confirms that the effect of U.S. tariffs is
heterogeneous across sectors once GVC integration is considered, providing strong support for
Hypothesis 3.

The positive effect on manufacturing FDI reflects ASEAN+3 countries’ established role in the global
production network as they are closely tied [42, 22, 23, 47]. When the U.S. imposes tariffs on
manufactured goods from ASEAN+3, it makes their exports more expensive and less competitive in the
U.S. market [30, 31, 95]. However, ASEAN+3, which is deeply integrated into GVCs, is attractive to
MNEs because most of the countries are not only producing finished goods but are also heavily involved
in the manufacturing of intermediate goods like electronics and machinery components. While U.S. tariff
has also targeted the intermediate goods in ASEAN+3, the impact has been less severe than final goods
in overall. Thus, many MNEs choose to deepen and relocate their manufacturing investments in
ASEAN+3 to mitigate the tariff impact, ensuring a more stable and flexible supply chain. In short, once
GVC integration is considered, ASEAN+3 attractiveness as an upstream or midstream production base
has outweighs the loss in direct competitiveness in the U.S. Therefore, positive coefficient is shown for
manufacturing FDI. Since ASEAN+3 does not rely solely on the U.S. market, firms can redirect
downstream production to other markets that are less affected by the U.S. tariff [6]. With RCEP and
strong intra-Asian trade, firms can also easily restructure production and supply chains within the region
itself, serving the local markets while reducing reliance on the U.S. market. While U.S. tariffs discourage
ASEAN+3’s exports, they also indirectly push MNEs to redirect their investment in ASEAN+3 to bypass
the tariff barriers.

Services FDI move in the opposite direction compared to manufacturing FDI is mainly due to the
different roles of the sectors in GVCs. Manufacturing FDI is more upstream and midstream that tied
directly to suppliers and production networks. In recent decades, firms have split their production lines
across different countries depending on the skills and resources available. This fragmentation allows
ASEAN+3 to benefit from the U.S.-China Trade War since firms can relocate their upstream or
midstream production to the countries in the region. Yet, service FDI often acts as a downstream player
in the GVCs. While not all services are downstream globally, in ASEAN+3 the manufacturing sector
tends to occupy midstream positions rather than being fully upstream, making services relatively more
downstream in the regional value chains [5]. Hence, services generate revenues mostly from the end-
users, which can be spread over the world. This makes services less reliant on where the factories are
located, as some services can also be delivered remotely without physically crossing borders, which
reduces the need to relocate to other countries [62]. Therefore, service investors are usually more cautious
and wait for stable demand before bumping capital. When U.S. raises tariffs, it creates uncertainty and
disrupts global trade flows, causing service investors to hold their capital or delay expansion plans until
the economic condition becomes clearer.

Moreover, service sectors are tied to long-term relationships and skilled labour. Unlike manufacturing,
which can expand production quickly by responding to lower costs and better quality, services require
investment in human capital and technology. Sectors like finance, logistics, and IT need employees
skilled in technology and capable of building lasting client trust. This explains why our results show that
the capital-labour ratio has a positive and significant effect on services FDI. Thus, building these
networks requires long-term commitment, causing service investors to be reluctant to expand under
uncertain conditions.

Although the interaction term exerts opposite effects on manufacturing and service FDI, the
magnitude differs, with service FDI exhibiting a stronger impact. This suggests that service FDI is more
sensitive and more deeply embedded in GVC participation. Services such as logistics, finance, and IT
are essential to support production networks in ASEAN+3 countries. Once manufacturing FDI relocates
to the region and stabilizes, service FDI tends to follow, as investors perceive these sectors as
irreplaceable. For example, without well-established logistics and transportation services, the cross-
border movement of intermediate goods would likely be impossible, or at least severely delayed. This
underscores the crucial role of service industries in sustaining the manufacturing base and global
production networks.
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5 Conclusions and Implications

5.1 Summary

This study investigates the determinants of FDI inflows into ASEAN+3, with a focus on Manufacturing
FDI and Services FDI, in the context of the US—China Trade War. Specifically, spikes in U.S. tariffs
reduce manufacturing FDI inflows to ASEAN+3, although this negative effect can be partially mitigated
when host countries lower their domestic tarifts.

Table 5.1. Divergent Effects of U.S. Tariffs on Sectoral FDI with GVC Integration

Sectoral FDI US tariff US tariff x GVC Net effect under GVC
Manufacturing 0.0005 0.1573 Positive (+)
Service 0.0499 -0.1789 Negative (-)

Note: Coefficients are adapted from Table 4.6 to highlight the net effect of U.S. tariffs under GVC
participation for the sectoral FDI in ASEAN+3 economies.

Sectoral analysis in Table 5.1 reveals a divergent pattern once GVC participation is taken into account.
For manufacturing, higher U.S. tariffs can redirect investment opportunities towards ASEAN+3
economies with strong GVC integration, as firms seek cost-efficient alternatives to reposition their
supply chains. In contrast, service FDI reacts differently. When the services sector is more deeply
embedded in GVCs, rising U.S. tariffs reduce FDI inflows. This is because services such as finance, IT,
and logistics are downstream and depend heavily on end-user demand, which is dispersed globally rather
than tied to a single production hub.

5.2 Implications of the Study

Our study shows that while tariffs do not have a significant impact in GVC trade, reducing domestic
tariffs can help improve manufacturing FDI, as it makes the region more attractive for firms that are
considering relocating their plants. Manufacturing firms that want to bypass U.S. tariff costs will prefer
countries that offer a more cost-effective strategy. Therefore, policymakers should design better
incentives for foreign firms, such as lowering tariffs, simplifying business procedures, and creating a
faster approval process. These measures can increase ASEAN+3’s competitiveness and encourage more
manufacturing FDI to enter the region.

Besides, the difference in sectoral FDI under high GVC integration shows that manufacturing FDI
receives a positive inflow when U.S. tariffs increase. This means that ASEAN+3 countries should
implement policies that support deeper GVC participation. Since each country has its own strength in
different stages of the value chain, governments should encourage strategies that move industries further
upstream, such as developing higher-skilled production, improving technology transfer, and building
stronger supply chain linkages. By doing so, ASEAN+3 can capture more manufacturing FDI and
strengthen its role in global production networks. Conversely, our study finds that service FDI reacts
differently under high GVC integration. When U.S. tariffs increase, service FDI shows a negative inflow
because services like finance, IT, and logistics are downstream and depend more on end-user demand,
which is spread globally. This means that ASEAN+3 countries cannot only rely on GVC participation to
attract service FDI. Instead, governments should improve the domestic business environment by
strengthening institutions, protecting intellectual property, and building digital infrastructure. These
policies give more confidence to foreign service investors, even in economic instability.

5.3  Limitations of the Study

This study has several limitations that should be acknowledged. First, Vietnam and Laos were excluded
from the analysis due to the unavailability of GVC-related FDI data. Vietnam is gaining importance as
the country has become one of the fastest-growing manufacturing FDI destinations in ASEAN, especially
in electronics and textiles. The omission of Vietnam may underestimate ASEAN+3 FDI dynamics and
the redistribution of inflows amid trade tensions and tariff shocks. Similarly, although Laos accounts for
a smaller share of FDI, its exclusion reduces the dataset's comprehensiveness, as smaller economies
provide important insights into how less developed markets integrate into global production networks.
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Second, the GVC sectoral FDI data is limited, covering only 11 countries from 2017 to 2022. Although
this timeframe captures the beginning of the U.S.—China Trade War in 2018, its relatively short
timeframe reduces the explanatory power of the analysis, as long-term effects on tariff measures, policy
shifts, and firm relocation strategies within GVCs may not yet be fully reflected in the data. As a result,
the standard errors may be slightly downward-biased, which could lead some variables to appear
statistically insignificant. Additionally, the short panel prevented inclusion of the interaction term
(GVC*Tariff i) due to insufficient cross-sections for REM estimation.

Third, this study did not account for the lagged effects of FDI determinants. In reality, changes in
trade policy, tariff, or infrastructure and connectivity may not be immediately reflected in FDI inflows,
as investment decisions involve long-term planning and firm-level strategic considerations that influence
FDI after a certain time lag. By not incorporating lagged variables, the analysis may underestimate or
overlook delayed responses, particularly in free trade agreements, global value chain integration, and
tariff measures, whose effects are likely to materialise gradually. The omission of lagged effects limits
the ability of the study to fully capture the dynamic nature of FDI flows in the ASEAN+3 region.

5.4 Recommendations for Future Studies

First, future studies should incorporate Vietnam and Laos once reliable bilateral FDI and GVC-related
data become available. Both countries are integral members of ASEAN and play important roles in the
region’s economic integration and connectivity. Their exclusion may limit the representativeness of the
findings for the ASEAN+3 region and understanding of the FDI and GVC participation dynamics. Hence,
it provides a more complete picture of regional investment patterns and supply chain linkages.

Second, the time dimension of the data should be extended beyond the 2017-2022 period in future
studies. Although the timeframe captured the beginning of the U.S.—China Trade War, it remains too
short to assess the long-term effects of tariff shocks, GVC restructuring, and policy shifts. Extending the
data to cover a longer period would improve the robustness of the results and allow researchers to
examine the persistence of FDI responses over time, capture lagged or cumulative effects such as firm
relocation, delayed impacts of trade agreements, and gradual infrastructure improvements.

Third, future studies should explicitly account for lagged effects of FDI determinants by employing
dynamic models, such as the Generalized Method of Moments (GMM). By incorporating lagged
variables, future research would better capture the delayed responses of FDI inflows to trade policies,
tariff changes, or shifts in global production networks. This would enhance the ability to understand the
true dynamics of FDI flows within ASEAN+3.

Finally, future research could also include institutional, regulatory, and sustainability-related factors,
such as governance quality, political stability, labor market regulations, and the adoption of green finance
practices, which were beyond the scope of this study. By integrating these dimensions, future studies can
provide a more holistic understanding of the determinants of FDI and offer richer insights for both
policymakers and investors.

References

1. Abraham, F., Deardorff, A.V., Stern, R.M.: The impact of tariffs on profits in the United States and
other major trading countries. Weltwirtschaftliches Archiv 124(4), 623-634 (1988)

2. Albahouth, A.A., Tahir, M.: The relationship between trade openness and FDI inflows: Evidence-
based insights from ASEAN region. Economies 12(8), 208 (2024)

3. Alfaro, L., Kalemli-Ozcan, S., Volosovych, V.: Sovereigns, upstream capital flows, and global
imbalances. J. Eur. Econ. Assoc. 12(5), 1240-1284 (2014)

4. ASEAN Plus Three: Chairman’s statement of the 20th ASEAN Plus Three Commemorative
Summit.  https://aseanplusthree.asean.org/wp-content/uploads/2020/01/FINAL-CHAIRMANS-
STATEMENT-OF-THE-20TH-ASEAN-PLUS-THREE-COMMEMORATIVE-SUMMIT.pdf,
last accessed 2025/07/20

5. Asian Development Bank: ASEAN and global value chains: Locking in resilience and
sustainability. https://www.adb.org/sites/default/files/publication/871976/asean-global-value-
chains-resilience-sustainability. pdf#page=66, last accessed 2025/07/25

6. Aslam, M.: US—China trade disputes and its impact on ASEAN. Transnatl. Corp. Rev. 11(4), 332—
345 (2019)

7. Baldwin, R.: Unilateral tariff liberalisation. Int. Econ. 2010(14), 10—43 (2010)


https://www.adb.org/sites/default/files/publication/871976/asean-global-value
https://aseanplusthree.asean.org/wp-content/uploads/2020/01/FINAL-CHAIRMANS

436

10.
11.
12.
13.

14.

15.

16.

17.
18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.

32.

C. W. Ching et al.

Barrell, R., Nahhas, A., Hunter, J.: Exchange rates and bilateral FDI: Gravity models of bilateral
FDI in high income economies. Econ. Finance Working Paper Ser., Brunel Univ. London 17-07
(2017)

Bi, Y., Ren, Z., Bao, K.: Does distance matter in foreign direct investment sub-national location
choice? Evidence from China. Front. Bus. Res. China 14(1), 12 (2020)

Blackhurst, R., Otten, A.: Trade and foreign direct investment. WTO press release.
https://www.wto.org/english/news_e/pres96_e/pr057 e.htm, last accessed 2025/06/04

Blanchard, E.J.: Trade wars in the global value chain era. Kiihne Center Impact Series 01-20 (2020)
Blonigen, B.A.: Tariff-jumping antidumping duties. J. Int. Econ. 57(1), 31-49 (2002)

Bouras, H., Raggad, B.: Foreign direct investment and exports: Complementarity or
substitutability? An empirical investigation. Int. J. Econ. Financial Issues 5(4), 933-941 (2015)
Bown, C.P.. Trump’s trade war timeline 2.0: An up-to-date guide. Peterson Institute for
International Economics. https://www.piie.com/blogs/realtime-economics/2025/trumps-trade-
war-timeline-20-date-guide, last accessed 2025/04/08 (2025)

Buelens, C., Tirpak, M.: Reading the footprints: How foreign investors shape countries’
participation in global value chains. Comp. Econ. Stud. 59(4), 561-584 (2017)

Cadestin, C., De Backer, K., Desnoyers-James, 1., Miroudot, S., Ye, M., Rigo, D.: Multinational
enterprises and global value chains: New insights on the trade—investment nexus. OECD Sci.
Technol. Ind. Working Papers 2018(5), 1-36 (2018)

Cali, M.: The impact of the US—China trade war on East Asia. CEPR Policy Portal Article (2018)
Celebi, K., Roeger, W.: US tariffs in a model with trade and FDI. German Institute for Economic
Research. https://www.diw.de/documents/publikationen/73/diw_01.¢.942342.de/dp2111.pdf, last
accessed 2025/08/05

Cerutti, E., Gopinath, G., Mohommad, A.: The impact of US—China trade tensions. International
Monetary Fund. https://www.imf.org/en/Blogs/Articles/2019/05/23/blog-the-impact-of-us-china-
trade-tensions, last accessed 2025/04/09 (2019)

Chen, M.X., Moore, M.O.: Location decision of heterogeneous multinational firms. J. Int. Econ.
80(2), 188-199 (2010)

Chiang, S.: Malaysia emerges as a hotspot for semiconductor firms amid U.S.—China chip tensions.
CNBC. https://www.cnbc.com/2024/04/04/malaysia-emerges-as-a-hotspot-for-chip-firms-amid-
us-china-tech-war.html, last accessed 2025/05/24 (2024)

Choi, J., Hinojales, M.M., Hong, S.H., Vichyanond, J.: The role of Vietnam’s FDI inflows in global
value chains participation and economic growth. ASEAN+3 Macroeconomic Research Office.
https://www.amro-asia.org/wp-content/uploads/2021/05/The-Role-of-Vietnams-FDI-Inflows-in-
Global-Value-Chains-Participation-and-Economic-Growth.pdf, last accessed 2025/07/20 (2021)
Cigna, S., Gunnella, V., Quaglietti, L.: Global value chains: Measurement, trends and drivers. ECB
Occasional Paper 289 (2022)

Cruz, C.B.B., Floriani, D.E., Amal, M.: The OLI paradigm as a comprehensive model of FDI
determinants: A sub-national approach. Int. J. Emerg. Mark. 17(1), 145-176 (2020)

Dellis, K., Sondermann, D., Vansteenkiste, I.: Determinants of FDI inflows in advanced
economies: Does the quality of economic structures matter? ECB Working Paper 2066 (2017)
Duan, J., Zhuang, Q., Wang, E., Li, X.: The impact of tariff reduction of manufacturing industry
on the participation of global value chains in China. SSRN Working Paper 4516034 (2023)
Dunning, J.H.: The eclectic paradigm of international production: A restatement and some possible
extensions. In: The Eclectic Paradigm: A Framework for Synthesizing and Comparing Theories of
International Business from Different Disciplines or Perspectives, 50-84 (2015)

Eugster, J., Jaumotte, M.F., MacDonald, M.M., Piazza, M.R.: The effect of tariffs in global value
chains. International Monetary Fund (2022)

European  Central Bank: Economic bulletin  box on global value chains.
https://www.ecb.europa.eu/press/economic-
bulletin/focus/2019/html/ecb.ebbox201908_01~da0137b70b.en.html, last accessed 2025/05/18
(2019)

Fajgelbaum, P.D., Goldberg, P.K., Kennedy, P.J., Khandelwal, A.K.: The return to protectionism.
Q. J. Econ. 135(1), 1-55 (2020)

Flaaen, A., Pierce, J.R.: Disentangling the effects of the 2018—2019 tariffs on a globally connected
US manufacturing sector (2019)

Fontagné, L.: Foreign direct investment and international trade: Complements or substitutes?
(1999)


https://www.ecb.europa.eu/press/economic
https://www.amro-asia.org/wp-content/uploads/2021/05/The-Role-of-Vietnams-FDI-Inflows-in
https://www.cnbc.com/2024/04/04/malaysia-emerges-as-a-hotspot-for-chip-firms-amid
https://www.imf.org/en/Blogs/Articles/2019/05/23/blog-the-impact-of-us-china
https://www.diw.de/documents/publikationen/73/diw_01.c.942342.de/dp2111.pdf
https://www.piie.com/blogs/realtime-economics/2025/trumps-trade
https://www.wto.org/english/news_e/pres96_e/pr057_e.htm

33.

34.

35.

36.

37.

38.

39.

40.

41.

42.

43.

44,

45.

46.

47.

48.

49.

50.

S1.

52.

53.

54.

55.

56.

57.

Battle of the Giants: Inspecting How the Us-China Trade War is ... 437

Freund, C., Mattoo, A., Mulabdic, A., Ruta, M.: US—China decoupling: Rhetoric and reality.
VoxEU Column (2023)

Freund, C., Mattoo, A., Mulabdic, A., Ruta, M.: Is US trade policy reshaping global supply chains?
J. Int. Econ. 152, 104011 (2024)

Gao, Y., Tresa, E., Zhang, T., Zhang, M., Coffman, D.: Global Value Chain Development Report
2023: Resilient and sustainable GVCs in turbulent times (2023)

George, A., Gopalan, S., Lim, J.Z.: Do global value chains pull greenfield FDI inflows into
emerging  markets?  Theory and evidence. ACI  Research  Paper  01-2021.
https://Ikyspp.nus.edu.sg/docs/default-source/aci/acirp202101.pdf?sfvrsn=4bc2260a 4 (2021)
Ghazalian, P.L., Amponsem, F.: The effects of economic freedom on FDI inflows: An empirical
analysis. Appl. Econ. 51(11), 1111-1132 (2019)

Ghosh, A.R., Ramakrishnan, U.: Current account deficits. International Monetary Fund.
https://www.imf.org/en/Publications/fandd/issues/Series/Back-to-Basics/Current-Account-
Deficits, last accessed 2025/05/04

Hadden, R.: Tariffs 101: What are they and how do they work? Oxford Economics.
https://www.oxfordeconomics.com/resource/tariffs-101-what-are-they-and-how-do-they-work/,
last accessed 2025/06/07

Harithas, B., Meng, K., Brown, E., Mouradian, C.: “Liberation Day” tariffs explained. Center for
Strategic & International Studies. https://www.csis.org/analysis/liberation-day-tariffs-explained,
last accessed 2025/06/XX (2025)

Hoang, H.H., Bui, D.H.: Determinants of foreign direct investment in ASEAN: A panel approach.
Manag. Sci. Lett. 5(2), 213-222 (2015)

Hummels, D., Ishii, J., Yi, K.M.: The nature and growth of vertical specialization in world trade. J.
Int. Econ. 54(1), 75-96 (2001)

IMF: World Economic Outlook, April 2019: Growth slowdown, precarious recovery. International
Monetary Fund (2019). https://doi.org/10.5089/9781484397480.081

International Trade Council: Impact of U.S. March 2025 tariffs on global foreign direct investment
(FDI). https:/tradecouncil.org/wp-content/uploads/2025/03/Impact-of-U.S.-March-2025-Tariffs-
on-Global-Foreign-Direct-Investment.pdf, last accessed 2025/08/25 (2025)

Jang, Y.J.: The impact of bilateral free trade agreements on bilateral foreign direct investment
among developed countries. World Econ. 34(9), 1628—1651 (2011)

Kim, J.D.: Servicification: Its meaning and policy implications. KIEP Research Paper, KIEP
Opinions 151 (2019)

Klimek, A.: Economic upgrading of Central and Eastern European economies through global value
chain participation and foreign direct investment. Balt. J. Econ. 24(2), 180-202 (2024)

Koopman, R., Wang, Z., Wei, S.J.: Tracing value-added and double counting in gross exports. Am.
Econ. Rev. 104(2), 459—494 (2014)

Kowalkowski, C., Gebauer, H., Kamp, B., Parry, G.: Servitization and deservitization: Overview,
concepts, and definitions. Ind. Mark. Manag. 60, 4-10 (2017)

Kowalski, P., Gonzalez, J.L., Ragoussis, A., Ugarte, C.: Participation of developing countries in
global value chains: Implications for trade and trade-related policies (2015)

Krieger-Boden, C., Gorg, H.: Trade protection backfires on FDI. CEPR.
https://cepr.org/voxeu/columns/trade-protection-backfires-fdi, last accessed 2025/06/20

Lai, L.G., Quynh, N.T., Bayhaqi, A.: The FDI network, global value chain participation and
economic upgrading. APEC Policy Brief 46 (2022)

Liu, X., Lovely, M.E., Ondrich, J.: The location decisions of foreign investors in China: Untangling
the effect of wages using a control function approach. Rev. Econ. Stat. 92(1), 160—166 (2010)

Ly, A., Esperanca, J., Davcik, N.S.: What drives foreign direct investment: The role of language,
geographical distance, information flows and technological similarity. J. Bus. Res. 88, 111-122
(2018)

Martinez-Galéan, E., Fontoura, M.P.: Global value chains and inward foreign direct investment in
the 2000s. World Econ. 42(1), 175-196 (2019)

Matsuura, T.: Investment liberalisation in East and Southeast Asia. Economic Research Institute
for ASEAN and East Asia (2022)

Medina, A.F.: ASEAN’s free trade agreements: An overview. ASEAN Business News.
https://www.aseanbriefing.com/news/aseans-free-trade-agreements-an-overview/, last accessed
2025/08/04


https://www.aseanbriefing.com/news/aseans-free-trade-agreements-an-overview
https://cepr.org/voxeu/columns/trade-protection-backfires-fdi
https://tradecouncil.org/wp-content/uploads/2025/03/Impact-of-U.S.-March-2025-Tariffs
https://doi.org/10.5089/9781484397480.081
https://www.csis.org/analysis/liberation-day-tariffs-explained
https://www.oxfordeconomics.com/resource/tariffs-101-what-are-they-and-how-do-they-work
https://www.imf.org/en/Publications/fandd/issues/Series/Back-to-Basics/Current-Account
https://lkyspp.nus.edu.sg/docs/default-source/aci/acirp202101.pdf?sfvrsn=4bc2260a_4

438

58

59.

60.

61.

62.

63.

64.

65.

66.

67.

68.

69.

70.

71.

72.

73.

74.

75.

76.

77.

78.

79.

80.

81.

C. W. Ching et al.

. Mena, B.. Key takeaways from Trump’s “Liberation Day” tariffs. =~ CNN.
https://edition.cnn.com/2025/04/02/economy/key-takeaways-from-trumps-liberation-day-
tariffs/index.html, last accessed 2025/06/05 (2025)

Mensah, 1., Mensah, E.K.: The impact of inward FDI on output growth volatility: A country—sector
analysis. Res. Globalization 3, 100063 (2021)

Miroudot, S.: Services and manufacturing in global value chains: Is the distinction obsolete? ADBI
Working Paper Ser. 927 (2019)

Miura, Y.: The impact of US—China trade friction on Asian supply chains. Pac. Bus. Ind. 19(74)
(2019)

Nano, E., Stolzenburg, V.: The role of global services value chains for services-led development.
WTO. https://www.wto.org/english/res_e/booksp e/07 gvc ch4 dev report 2021 e.pdf, last
accessed 2025/07/05 (2021)

Nguyen, H.T., Le, AN.N., Le, H.V., Duong, K.D.: Foreign direct investment and employments in
Asia Pacific nations: The moderating role of labor quality. Heliyon 10(9) (2024)

Nguyen, Q.: The impact of the US—China trade war on foreign direct investment inflows of
Vietnam. Master’s thesis, Central European University (2020)

Obashi, A.: Overview of foreign direct investment, trade, and global value chains in East Asia
(2022)

OECD: Interconnected ~ economies:  Benefiting  from  global  value  chains.
https://doi.org/10.1787/9789264189560-en (2013)

OECD: FDI flows. https://www.oecd.org/en/data/indicators/fdi-flows.html, last accessed
2025/05/03

Pattnayak, S.S., Chadha, A.: Servicification and manufacturing exports: Evidence from India.
Econ. Model. 108, 105756 (2022)

Prazeres, T.L.: Services are the hidden side of the US—China trade war. World Economic Forum.
https://www.weforum.org/stories/2019/09/us-china-trade-war-disrupting-services/, last accessed
2025/06/15 (2019)

Pyun, J.H.: Third-country FDI relocation in response to the US—China tariff war. IDE Discussion
Paper 954 (2025)

Bayraktar-Saglam, B., Sayek Boke, S.: Labor costs and foreign direct investment: A panel VAR
approach. Economies 5(4), 36 (2017)

Sahoo, P., Dash, R.K.: Does FDI have differential impacts on exports? Evidence from developing
countries. Int. Econ. 172, 227-237 (2022)

Salvatici, L.: Assessing the impact of trade and other policies on GVC participation, positioning
and vertical specialization in agriculture and food. Background paper for the State of Agricultural
Commodity Markets 2020. https://openknowledge.fao.org/server/api/core/bitstreams/f6cacalc-
9428-4011-b75¢-269al f5b8568/content, last accessed 2025/07/02 (2020)

Sanfilippo, M., Presbitero, A., Rabellotti, R., Amendolagine, V.: Foreign direct investment,
integration in global value chains, and local development. CEPR.
https://cepr.org/voxeu/columns/foreign-direct-investment-integration-global-value-chains-and-
local-development, last accessed 2025/07/09

Shah, M.H., Khan, Y.: Trade liberalization and FDI inflows in emerging economies. Bus. Econ.
Rev. 8(1), 35-52 (2016)

Shah, M.H., Khan, Y.: Trade liberalization and FDI inflows in emerging economies. Bus. Econ.
Rev. 8(1), 35-52 (2016)

Tang, L.: The direction of cultural distance on FDI: Attractiveness or incongruity? Cross Cult.
Manag. 19(2), 233-256 (2012)

The White House: America First trade policy. https://www.whitehouse.gov/presidential-
actions/2025/01/america-first-trade-policy/, last accessed 2025/06/25 (2025)

The White House: Fact sheet: President Donald J. Trump imposes tariffs on imports from Canada,
Mexico and China. https:/www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald-
j-trump-imposes-tariffs-on-imports-from-canada-mexico-and-china/, last accessed 2025/06/25
(2025)

Torrisi, C.R.: The determinants of direct foreign investment in a small LDC. J. Econ. Dev. 10(1),
29-45 (1985)

UNCTAD: Definitions and sources. United Nations Conference on Trade and Development.
https://unctad.org/system/files/official-document/wir2007p4 _en.pdf, last accessed 2025/08/20
(2007)


https://unctad.org/system/files/official-document/wir2007p4_en.pdf
https://www.whitehouse.gov/fact-sheets/2025/02/fact-sheet-president-donald
https://www.whitehouse.gov/presidential
https://cepr.org/voxeu/columns/foreign-direct-investment-integration-global-value-chains-and
https://openknowledge.fao.org/server/api/core/bitstreams/f6caca0c
https://www.weforum.org/stories/2019/09/us-china-trade-war-disrupting-services
https://www.oecd.org/en/data/indicators/fdi-flows.html
https://doi.org/10.1787/9789264189560-en
https://www.wto.org/english/res_e/booksp_e/07_gvc_ch4_dev_report_2021_e.pdf
https://edition.cnn.com/2025/04/02/economy/key-takeaways-from-trumps-liberation-day

82.

83.

84.

85.

86.

87.

88.

89.

90.

91.

92.

93.

94.

95.

Battle of the Giants: Inspecting How the Us-China Trade War is ... 439

UNCTAD: Global value chains: Investment and trade for development. World Investment Report
2013, Chap. 1V, 1-264 (2013)

UNESCAP: Foreign direct investment: Liberalization continues (n.d.)

Wahyuningsih, D.: Trade flow of manufacturing sector and foreign direct investment in ASEAN
economic integration: The gravity model of trade. J. Perspektif Pembiayaan dan Pembangunan
Daerah (2021)

Wang, D., Lahiri, S.: Bilateral foreign direct investments: Differential effects of tariffs in source
and destination countries. J. Int. Trade Econ. Dev. 32(1), 66—83 (2023)

Wen, H., You, Y., Zhang, Y.: Effects of tariff reduction by Regional Comprehensive Economic
Partnership (RCEP) on global value chains based on simulation. Appl. Econ. Lett. 29(20), 1906—
1920 (2022)

Wijesinghe, A., Yogarajah, C.: Trade policy impact on global value chain participation of the South
Asian countries. J. Asian Econ. Integr. 4(1), 2448 (2022)

World Bank: Chapter 1: Foreign direct investment and global value chains. World Bank (2020)
World Population Review: usS trade deficit by country 2020.
https://worldpopulationreview.com/country-rankings/us-trade-deficit-by-country, last accessed
2025/06/28 (2020)

WTO: World Trade Report 2014: Trade and development: Recent trends and the role of the WTO.
World Trade Organization (2014). https://doi.org/10.30875/91925144-en

Yang, H., Ou, J., Chen, X.: Impact of tariffs and production cost on a multinational firm’s incentive
for backshoring under competition. Omega 105, 102500 (2021)

Yanikkaya, H., Tat, P., Altun, A.: Do lower tariff rates promote global value chain participation?
World Trade Rev. 23(1), 1-19 (2024)

Yeyati, E.L., Stein, E.H., Daude, C.: Regional integration and the location of FDI. Working Paper
492 (2003)

Yin, X.: China’s intermediate goods trade with ASEAN: A profile of four countries. In:
Intermediate Goods Trade in East Asia: Economic Deepening Through FTAs/EPAs (2011)

York, E.: Impact of trade and tariffs on the United States. Tax Foundation, Washington, DC (2018)

Open Access This chapter is licensed under the terms of the Creative Commons Attribution-
NonCommercial 4.0 International License (http://creativecommons.org/licenses/by-nc/4.0/),
which permits any noncommercial use, sharing, adaptation, distribution and reproduction in any
medium or format, as long as you give appropriate credit to the original author(s) and the
source, provide a link to the Creative Commons license and indicate if changes were made.

The images or other third party material in this chapter are included in the chapter's
Creative Commons license, unless indicated otherwise in a credit line to the material. If material
is not included in the chapter's Creative Commons license and your intended use is not
permitted by statutory regulation or exceeds the permitted use, you will need to obtain
permission directly from the copyright holder.


http://creativecommons.org/licenses/by-nc/4.0/
https://doi.org/10.30875/9f925144-en
https://worldpopulationreview.com/country-rankings/us-trade-deficit-by-country

	Battle of the Giants: Inspecting How the Us-China Trade War isShaking up FDI Inflows in the Asean+3



