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Abstract. This paper provides a systematic analysis of the global plush toy 
industry, examining its supply chain structure, the comparative advantages of 
major producing countries, and evolving market dynamics. The study reveals an 
"Asian Factory" model centered on China, characterized by a highly globalized 
and complex supply chain. Applying comparative advantage theory, the 
analysis finds China's dominance is evolving from labor cost to a 
comprehensive advantage based on scale, supply chain integrity, and 
technology. Meanwhile, countries like Vietnam and India are establishing 
niches through lower costs and trade agreements. Market dynamics - including 
stringent safety standards, sustainability demands, IP-driven consumption, and 
e-commerce - are fundamentally reshaping t he industry. The study concludes
the industry is at a critical transformation stage, seeking new balances between
efficiency and resilience in its supply chains and competitive advantages.
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1 Introduction 

The plush toy industry, originating in 19th-century Germany, has evolved from small 
workshops into a complex globalized network, serving as a microcosm of global 
economic history. This labor-intensive sector has seen production shift significantly to 
Asia, particularly China (Gu & Wang, 2022)3. This study systematically analyzes the 
industry from an international business perspective, focusing on three core areas: the 
structure and logic of its global supply chain; the evolving comparative advantages of 
major producing countries; and the market dynamics driven by consumer preferences 
and technological change. This analysis a ims to provide insights into the state of
traditional labor-intensive industries in the 21st century.
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2 An In-Depth Analysis of the Global Plush Toy Supply
Chain

The global plush toy supply chain is a typical example of demand in developed 
countries and production in developing countries. The industry structure is complex 
and highly interconnected.

2.1 Strengthening Risk Visbility and Strategic Over sight

Upstream: Raw Material Supply and Product D esign.
First, key raw materials. These include textiles such as polyester and cotton, 

fillings such as PP cotton and down, plastics (for eyes, noses, and small clothing 
decorations), and a variety of packaging materials. The supply of these essential 
materials is relatively dispersed, but China has enormous production capacity for 
various small commodities a nd accessories, creating internal synergies within China.

Second, product design and major IP licensing. This is arguably the link in the 
value chain that generates the highest added value. On the one hand, private label 
manufacturers can create original designs, and a good design can significantly boost 
product sales. On the other hand, IP licensing partnerships with major animation 
companies such as Disney and Sanrio are also crucial. Licensed toys have 
significantly higher profit margins and purchase rates than other products, but this 
also comes with higher licensing fees and stricter quality control than other products.

Midstream: Actual Product Manufacturing and Asse mbly.
First, production process. This primarily involves cutting, sewing, filling, stitching, 

finishing, and packaging. Despite recent advances in artificial intelligence (AI) and 
improved automation, processes like sewing and finishing remain h ighly dependent
on skilled labor.

Second, industrial clustering. A highly specialized plush toy industry cluster has 
emerged in China, particularly in Jiangsu, Zhejiang, and Guangdong. In these regions, 
a single plush toy factory is often surrounded by hundreds of suppliers, offering a 
range of services, from fabrics and accessories to printing and logistics. Guangdong 
boasts several large fabric markets, providing convenient services to surrounding toy 
factories, achieving economies of scale and responsive supply chain effic iency. This
minimizes the time it takes for factories to receive an order and ship.

Downstream: Transportation, Logistics, and Sales Chan nels.
Transportation, Logistics. The vast majority of plush toys are shipped globally via 

ocean shipping containers. Ocean shipping minimizes shipping costs and is a good 
match for their low-value, high-volume nature. Considering transportation time is 
often necessary, and timely delivery is crucial to meeting seasonal demand, such as
during Christmas in the West.
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Sales Channels. These primarily include large retailers (such as Walmart and other 
large supermarkets), specialty toy stores (such as Toys "R" Us), brand-owned stores, 
and the recently booming e-commerce platforms (such as Amazon and Alibaba). The 
continued development of online channels allows more niche and original brands to 
reach consumers directly. This has also encouraged more individual sellers to enter 
th e international e-commerce industry, driving its further expansion.

2.2 Supply Chain Vulnerabilities and Challe nges

While the global plush toy supply chain continues to strive for maximum efficiency 
and profitability, it has also gradually exposed its vulnerabilities.

Political and Trade Friction: The Sino-US trade war since 2018 has resulted in 
tariffs on an increasing number of Chinese-produced products, including some plush 
toys. This has directly impacted profits across the supply chain, forcing brands to 
reassess their strategies and replan their sales plans (Li & Fung, 2029)4. 

The Impact of the Pandemic: The COVID-19 pandemic has brought the industry to 
a standstill. The shutdown of most factories in China disrupted much of the global 
supply chain. Port congestion and soaring freight rates further disrupted global 
transport logistics, exposing the shortcomings of China's curr ent production model in
the face of sudden disasters.

Cost Pressure: China's rising labor and environmental costs are continuously 
squeezing the profit margins of traditional plush t oy manufacturing.

These challenges are driving improvements and upgrades in the plush toy supply 
chain, shifting from a simple "efficiency first" approach to a c omprehensive approach.

3 Evolution of the Comparative Advantages of Major 
Pr oducing Countries

This chapter applies the theory of comparative advantage to further analyze the static 
distribution and dynamic evolution of the global plush to y production landscape.

3.1 Analysis of China's Comparative Advan tage

China's dominant position in plush toy production is no accident. Its comparative 
advantages have evolved from a single source t o a comprehensive set:

Initial Advantage - Low Labor Costs: In the early days of reform and opening up, 
China's large population provided a vast pool of low-cost labor, which attracted other 
countries to produce products in China, lead ing to global industrial relocation.

First, evolving advantage - industrial clusters and economies of scale. After 
decades of development, China has formed a massive cluster of plush toys and related 
industries. This means that a toy factory can essentially find all its suppliers within a 
50-kilometer radius, significantly reducing transaction costs and transportation 
times—something that emerging countries will struggle to achieve in the short term.



          575Analysis of Supply Chain, Comparative Advantages and Market …   

Second, strengthening advantage - continuously upgrading infrastructure and 
supply chain integrity. China boasts a world-class network of ports, roads, and 
railways, ensuring efficient and stable logistics and transportation. Furthermore, the 
comprehensive industrial system enables nearly all production processes, from the 
textile raw materials used in the main body to the decorative hardware accessories, to 
be completed domestically. This eliminates the need for multiple cross-border 
customs de clarations, improves overall efficiency, and reduces associated costs.

Third, upgrade advantages - technology and flexibility. Chinese manufacturers 
have already introduced a large number of cutting-edge machines, such as automated 
cutting machines, and are beginning to explore intelligent production. Furthermore, 
they possess the flexible production capabilities to handle small batches and quick 
returns, adapting to the demands of the fast-fashion market and enabling more
individual sellers to enter the market.

3.2 Challenges and Opportunities for Emerging Prod ucers

With rising costs in China, primarily labor costs, countries such as Vietnam, India, 
Indonesia, and Bangladesh are actively embracing this industry transfer, each with its 
own comparative advantages.

First, Vietnam. Recently, it has become the most popular alternative. Its 
advantages lie in its low labor costs, young workforce, relatively stable political 
environment, and free trade agreements (such as the EVFTA) with major economies 
such as the EU and the UK, which provide it with more tariff preferences. However, 
its shortcomings lie in its incomplete industrial chain. Many raw materials still need 
to be imported from China, increasing transportation costs. Vietnam also faces
bottlenecks in infrastructure upgrades and rising land costs.

Second, India. With a large population, it possesses a vast domestic market and 
labor pool. The government's "Make in India" policy is encouraging manufacturers to 
join. However, it still lags significantly behind China in the integrity and efficiency of 
its textile supply chain. While its labor force is r elatively cheap, labor productivity
needs to improve.

Third, Bangladesh. Well-known for its garment manufacturing industry, 
Bangladesh boasts extremely low production costs. However, its industry is primarily 
focused on apparel, and developing the specialized supply chain and worker skills 
required for plush toys will take time. This makes it difficult to secure so me
demanding orders in the short term (Porter, 1990)5. 

3.3 The Dynamic Nature of Comparative Adva ntage

The current plush toy market landscape is not static. A "China Plus" diversification 
strategy is increasingly becoming the preferred approach for many international 
brands: retaining relatively high-end, complex, and time-sensitive orders in China 
while shifting some of the larger, standardized orders to Southeast Asian countries 
like Vietnam. This signals that global plush toy production is evolving into a multi-
center, globally distributed industry (Sturgeon & Memedovic, 2010)6.
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4 Market Changes Impacting Industry De velopment

The demand and external environment of the plush toy industry are undergoing 
significant changes, driving continuous adjustments in related supply chains and 
c omparative advantages.

4.1 Changes in Dema nd

Increased Safety and Standardization: In recent years, consumer and regulatory 
authorities in the European and American markets have placed unprecedented 
demands on product safety. Regulations such as ASTM F963 in the US and EN71 and 
REACH in the EU have established stringent standards for chemical substances in 
plush toy materials and the physical safety of small components. Product compliance 
and safety have become a b arrier to entry and a prerequisite for entering the
international market.

The Rise of Ethics and Sustainability: Consumers, particularly millennials and 
Generation Z, are increasingly concerned with the ethical stories behind products. 
They often demand that brands ensure that their supply chains are free of child and 
forced labor and that they use environmentally friendly, recyclable materials (such as 
recycled PET filling) whenever possible. This has driven growth in the "e thically
sourced" and "sustainable material toys" market segments.

IP-driven Market and Personalized Demand: More people are now willing to 
purchase plush toys that are closely related to their favorite films or TV shows. Plush 
toys derived from film, television, and animation IP are the primary driver of recent 
growth in the plush products market. Furthermore, social media platforms (such as 
TikTok and Instagram) have spurred a surge in the popularity of "influencer" toys and 
demand for more personalized customization, requiring supply chains to re spond
more quickly and achieve flexible manufacturing capabilities (World Bank, 2020)7. 

4.2 Changes in the Supply Side and External Envi ronment

New Technologies and E-commerce: 3D design software has accelerated product 
development cycles. E-commerce platforms have not only transformed sales channels, 
driving more individual sellers, but also enabled manufacturers to accurately predict 
hits through data analysis and more quickly implement on-demand production.

Uncertainty of Trade Policy Changes (Gereffi etal., 2005)2: Amidst the Sino-US 
strategic competition, tariff barriers and the risk of supply chain decoupling have 
become long-term challenges for businesses, forcing them to diversify their supply 
chai n geographies to mitigate risk.

Post-Pandemic Supply Chains: Consequently, businesses are increasing safety 
stocks and adopting "nearshoring" or "friendly outsourcing" strategies to enhance 
supply chain visibility and resilience. While completely shifting supply chains away 
from China is unrealistic in the short term, reducing overreliance on a single Chinese
production location has become a consensus.
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5 Conclusion and O utlook

In summary, this study concludes that the global plush toy industry is at a critical 
stage of transformation. Its supply chain is seeking a new balance between efficiency 
and resilience; comparative advantage patterns are constantly evolving; and market 
dynamics are influenced by factors such as consumption upgrades, technological 
change, and geopolitics. In the future, companies and countries that can flexibly adapt 
to supply chain changes, continuously strengthen their comparative advantages, a nd
keenly capture new market demands will stand out in the global plush toy market.

Through study, this paper finds that future trends will likel y include:
First, intelligent manufacturing: deeper integration of AI and automation for 

flexible production (Euromonitor International, 2023)1. 
Second, green and ethical focus: transparency and sustainable practices becoming a 

core competiti ve advantage.
Third, market diversification: growth in emerging markets alongside traditional 

Wes tern ones.
In summary, the industry is maturing from a simple cost-based model into a 

complex system that must strategically balance efficiency, resilience, e thics, and
innovation.
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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 
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source, provide a link to the Creative Commons license and indicate if changes were made.
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permitted by statutory regulation or exceeds the permitted use, you will need to obtain 
permission directly from the copyright holder.
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