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Abstract

Amid the US-China trade war, several US companies have relocated back to the US, while China turned its
industry inward to become more self-sufficient. This unpleasant development created a risk for Global
South's position in the Global Value Chain (GVC), especially in countries with manufacturing industries
that can only assemble products. However, throughout the last decade, the position of the Global South
within the GVC has been strengthening. In 2016, the Global South produced more than 47% of global
manufacturing exports. However, the US-China trade war has threatened the delicate process and
connection of the GVC. The interference of American and Chinese governments in international trade has
forced many companies in taking measures to reduce their exposure to political risk. Additionally, an
increasing number of American companies are reconsidering their decision to invest in the Chinese
market and diversifying their investment to the Global South. This paper argues that the trade war could
provide opportunities for Global South countries, particularly Southeast and South Asian countries
represented by India. These opportunities include broader employment access for the youth, robust
industrial-based innovation, and rapid economic growth, leading to a higher national income and life
quality improvements.
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Introduction

Since 2018, the United States and China have been embroiled in a trade war. The trade war stems from
US President Donald Trump's decision to impose tariffs on several products and commodities imported
from China. In response to the policy, China also imposed tariffs on several products and commodities
imported from the US. Research conducted by Chad P. Bown (2022) from the Peterson Institute for
International Economics shows that as of July 2018, the average US tariff on imports from China was still
3.8%. However, tariffs on imports from China gradually increased until they peaked at 21% in September
2019 and then dropped to 19.3% in February 2020.
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Meanwhile, on the Chinese side, in July 2018, the average tariff on imports from the US was at 7.8% and
then gradually increased to 21.8% in September 2019. As of February 2020, Chinese tariffs on imports
from the US decreased to 21.3% and reached a low of 21.2% on July 2020. Furthermore, based on the
impact of tariffs on the percentage of trade, around 66.4% of US imports from China and 58.3% of
Chinese imports from the US in June 2022 are still affected by tariffs set against each other.

There are efforts between the US and China to defuse the trade war through the Phase One agreement,
which was agreed upon in December 2019. The two countries agreed on structural reforms to China's
economic and trade regime, particularly in intellectual property, technology transfer, agriculture,
financial services, and currency and foreign exchange. In the deal, China also committed to increasing
the imports of goods and services from the US. Furthermore, a dispute resolution system was
established with immediate and effective implementation and enforcement. Finally, the US agreed to
modify Section 301 of the Trade Act of 1974 (United States Trade Representative, 2019). Despite these
efforts, as shown from the data in the previous paragraph, the tariffs that the US and China imposed on
each other remained relatively high.

The US put several Chinese companies on the Entity List as the trade war escalated between the two
countries. The US Bureau of Industry and Security (2022) reported on August 23rd, 2022, that about 600
Chinese companies were already included on the list, with 110 companies included during President Joe
Biden's tenure. In practice, companies on the Entity List will have restrictions on access to commodities,
software, and technology from the US. However, US entities may export, re-export, and transfer such
matters to companies on the Entity List with a license from the US Bureau of Industry and Security.

The conflict between the US and China is not limited to political economy issues but also security politics.
China's claim to much of the South China Sea, known as the nine-dashed line, is contrary to the principles
of the US freedom of navigation. This situation leads to freedom of navigation operations (FONOPS) by
the US Navy in those waters that China regards as part of its territories as opposed to its claims. The
existence of Taiwan also creates issues between the two countries. Although since 1972, it has
recognized the communists in Beijing as the sole representative of China, the US maintains its ties with
nationalists in Taipei and ensures their independence from Beijing. China's growing economic and
military power over the past two decades allows the country to become increasingly assertive of Taiwan.
This raises tensions with the US as Taiwan's ally and security guarantor.

The conflict between the US and China prompted the two countries to reduce their dependence on each
other. US manufacturing imports from China have decreased, while Asian countries categorized as low-
cost countries, have increased. At the same time, the issue of reshoring US companies' operations in
China arose. A survey conducted by A.T. Kearney (2022) found that about 47% of executives of US
manufacturing companies operating in China have moved part of their operations back to the US in the
past three years. 29% said they would restore parts of their operations in the next three years, and 16%
said they had considered reshoring but are yet to make a decision. In the survey, US company executives
also outlined that their options also include Mexico, Canada, and Central American countries
(nearshoring), not limited to reshoring to the US. This decision coincides with the trend of automation by
US companies; instead of looking for cheap labor, they are replacing themwith robots. The process
creates challenges for countries that host part of US companies’ operations characterized by the labor-
intensive and technology-laden process.

From the Chinese side, the disruption caused by the conflict with the US encourages them to become
more economically self-sufficient. Such efforts to achieve self-sufficiency are made through the dual
circulation model, which includes changing the growth model from export-based to domestic
consumption and reducing dependence on imports. Concerning the second element, according to the
Economist Intelligence Unit (2020), China focuses on three sectors.First, technology with a priority
towards semiconductors. China provides fiscal incentives and subsidies, and encourages cooperation
between industries and universities to reduce dependence on US semiconductor companies or
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companies from other countries that use US technology. China also provides fiscal incentives and
subsidies, and encourages cooperation between industries and universities. The second sector is energy.
China does not rely on the US or its allies for energy supplies, however, shipping oil and gas by sea is
vulnerable to a blockade or interception. The threat of a blockade prompted China to increase its
renewable energy sector investment. The third sector is food. China’'s agricultural sector is labor-
intensive, but they experience labor shortage and are dependent on imports of seed and technology.
This limitation prompted a policy of agriculture modernization from labor-intensive to technology-
intensive.

Several studies have examined the impact of the US-China trade war on other countries. Meng, Gao,
Zhang, and Ye (2022) examined the impact of the trade war through global value chain (GVC) analysis.
According to them, the position and participation of countries in the GVC affect the impact received from
the trade war. Furthermore, Meng et al. (2022) explained that both the US and China have options for
their economies to withstand the impact of trade releases, but not for countries that rely heavily on GVCs.

Meanwhile, other studies discuss the negative or positive impact of the trade war. For example, Itakura
(2020) examines the impact of trade wars through a computable general equilibrium model of global
trade. He found that the trade war lowered the US trade deficit and increased China's trade surplus.
However, in the long run, a trade war will increase the US trade deficit and decrease China's trade
surplus. Furthermore, Wu, Huh, and Wood (2021) tried to determine the impact of the trade war by
measuring the effective rate of protection and total factor productivity. They found that the trade war
negatively affected the two countries' trading partners, with the sectors most visible being 'motor
vehicles, trailers, and semi-trailers', 'machinery and equipment’, and 'electrical equipment'. Another study
on the impact of the trade war was conducted by Anukoonwattaka, Romao, and Lobo (2021). They found
that the tariff increases had a negative rather than a positive impact on the US and Chinese economies.
Subsequently, the trade war will divert trade between the two countries to third parties. In the process,
the switch of partners will expand the participation of countries from different regions in GVC.

In contrast to the studies of Meng et al. (2022), Itakura (2020), and Wu et al. (2021), which observed the
impact of trade wars globally, Purwono, Herigbaldi, Esquivias, and Mubin (2021) focused on Indonesia
and several Asian countries. They performed network analysis using backward and forward linkages.
Purwono et al. (2021). found that the trade war had an impact on decreasing the export value of
Indonesia and several Asian countries. However, the decline in Indonesia's exports was not more severe
than in South Korea and Japan. In another study, Purwono, Herigbaldi, Esquivias, and Mubin (2022)
analyzed the impact of the trade war on Indonesia with a value-added real effective exchange rate index.
They found that US tariffs on Chinese goods decreased demand for goods from Indonesia, while Chinese
tariffs on the US increased it.

Misra and Choudry (2020) conducted a study on the impact of the trade war on India and several
countries using a vector error correction model. They found that the trade war positively impacted India's
exports in the short to medium term. However, the intensification of the trade war could lead to a decline
in productivity and global growth. Under these conditions, India and countries benefiting from the trade
war will not be spared from negative impacts.

The studies above offer an interesting perspective for understanding the impact of the U.S.-China trade
war on other countries, however, there are several drawbacks. For example, although there are
discussions about other countries at a glance, Meng et al. (2022) are more focused on discussing the
impact of the trade war on the US and China, which are the parties that initiated the war.
Anukoonwattaka et al. (2021), Itakura (2020), and Wu et al. (2021) expanded the countries discussed,
while Purwono et al. (2021; 2022) and Misra and Choudry (2020) focused on the cases of Indonesia and
India respectively. However, these studies relied on mathematical models to examine the tariffs' effect on
various indicators. In the process, it does not seek to examine other factors that could affect the
transition of trading partners by the US or China to particular third parties. Therefore, this study seeks to
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analyze the positive impact of the trade war on Global South countries, especially India as one of the
developing countries with a large economy and a developed manufacturing sector, by looking at their
locational advantages.

Theoretical Framework

The flow of investment into a particular country or region could be understood in the context of
locational advantages. Thomas Oatley (2019) has identified three locational advantages that could attract
investment. First, the presence of large deposits of particular natural resources. Companies attempt to
obtain profit from access to natural resources and their extraction. Second, a large market is expected to
grow. Companies circumvent tariff and non-tariff barriers to specific markets by opening a factory in that
country or region. Third, low production cost. Companies constantly try to become more efficient in their
operation and will move their activities abroad to achieve that. The degree of skill and wage of labor and
the availability of capital could influence the efficiency of different activities in certain companies. The
locational advantages did not derive only from underlying comparative advantages but also the product
of government policy (e.qg., tariff, infrastructure).

Locational advantages can help understand the positive impact of the U.S.-China trade war on the Global
South. The conflict between the two countries is decreasing China's locational advantage, but moving
back operations to the companies’ home countries poses problems. Developing countries in South and
Southeast Asia have locational advantages that can make them an alternative to China. The focus on
developing countries or Global South countries makes this study different from previous studies that
focused more on the impact of global trade wars (Anukoonwattaka et al., 2021; Itakura, 2020; Wu et al.,
2021) than on particular groups of countries based on their region or economic development. Although
there are studies on the effects of trade wars on countries in Asia (Purwono et al.,, 2021, 2022), the
existing studies focus on the adverse effects.

Research Methods

The arguments presented in this paper are made using qualitative methods. Consequently, this paper
uses qualitative data, such as news reports from credible news agencies, official government statements,
data, and reports generated by credible economic or political organizations. This paper also employs
quantitative data to determine the competitiveness of Global South countries and the number of
companies that have moved or are planning to move to Global South countries, as well as other analyses.
These include financial and trade data from the IMF, annual reports from Indian ministries and
companies operating in India, and statements from prominent Indian scholars published in various
journals. Using these data, we would qualitatively analyze the positive impacts of the US-China trade war
on the Global South using the locational advantages framework.

India is chosen as a representative of the Global South in this research due to several circumstances.
First, India is one of the major Global South countries that has reached a substantial industrialization
phase and gained significant economic value from industry. Second, the country has been a longtime
destination of Foreign Direct Investment (FDI) — among the most massive of the Global South countries -
reaching over US$ 60 billion in 2020 (Macrotrends, 2021). Most importantly, amidst the trade war
between the US and China, India is also one of the prominent destinations for companies that seek
relocation and market diversification from China due to the solid industrial base, strong climate for
innovation, huge number of employees, and enormous consumer base reaching more than 1.48 billion
people. These factors helped India to reap enormous advantages and opportunities from the trade war,
which later also supported the acceleration of economic growth in the country.
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The case study of India is presented as a representative to underline the positive impact of diversification
of industrial destinations and FDI in the Global South, supported by the concept of locational advantage.
The main argument of this analysis is divided into two parts. The first part focuses on how the US-China
trade war will impact the Global South’s industry and its position in the Global Value Chain. In this part,
the concept of locational advantage is used as a foundation to explain the potential for the Global South
to reap benefits from the current trade war. This part will also underline the economic diversification
efforts pushed by the Global South in accordance with the corporation’s decision to reduce dependency
on China, which further supports the positive impact of the trade war on the Global South. The second
part focuses on India as the Global South's representative in the case of the US-China trade war. This part
will discuss the aspect of locational and demographic advantage of India that suited the country's effort
to diversify and take a more substantial role in the GVC.

How US-China Trade War Brings Positive Impacts for the Global South

The same positive impacts of the US-China trade war that has benefitted India could also be found in
South and Southeast Asia as a whole. While some argue that the US-China trade war could have adverse
effects on the world economy, it has one positive impact on the Global South. As tensions between China
and the US escalate, companies worldwide are forced to make decisions that would enable them to stay
in the US and Chinese markets. Consequently, many companies have relocated at least part of their
production to friendlier states, and quite a few are Global South countries (e.g., Vietnam and Bangladesh)
(Braw, 2022). In addition, this partial relocation is necessary to hedge the risks and reduce the companies’
exposure to political risk (see Rice & Zegart, 2018).

The amount of companies that diversify their supply chain away from China has increased in recent
years. According to a member survey conducted by the US-China Business Council (2022), an
overwhelming majority (87%) of member companies stated that the US-China tensions affected their
operations and revenue. Additionally, while only 24% of the member companies have relocated parts of
their supply chain from China, this number increases from 14% in 2021. The move is made by more than
just US companies. 23% of European companies have decided to move “their current or planned
investments away from China,” according to a survey by the European Chamber of Commerce in China
(Bloomberg News, 2022). Samsung and Volvo, too, have decided to decrease their dependence on China
and open up factories elsewhere (Braw, 2022).

Two things explain this phenomenon. Firstly, some governments actively encourage their companies to
make their supply chain more resilient by offering them financial support, fiscal support, or other
endorsement forms. The Japanese government, for example, has budgeted $2.07 billion in subsidies to
encourage Japanese companies to diversify their supply chain away from China (Akiyama, 2020).
Additionally, the Biden Administration has committed more than $50 billion in the United States to
bolster semiconductor supply chain resiliency (The White House, 2022). Therefore, several government
encouragements are a factor in many companies’ decisions to diversify their supply chain from China.

However, another factor is also at play, such as the companies’ desire to reduce their exposure to
political risks. According to Rice and Zegart (2018), political risks are political situations that could affect a
company's business operations. Given that the US-China trade war, with its tariff fights and other non-
tariff barriers, has affected the global supply chain, the current trade war poses a serious threat to
companies’ business operations. The laissez-faire belief has been replaced by the belief that the state
must play a role in the economy. Therefore, many multinational companies have decided to reduce their
supply chain dependence on China to mitigate this upcoming storm. This move is taken to ensure that,
when US-China relations completely break down, their operations do not come to a halt.

Global South countries in South and Southeast Asia are perfect venues for multinational corporations to
set up operations and reduce their dependence on China. For one, countries in South and Southeast Asia
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have a locational advantage. The logistics of moving operations to countries neighboring China are
simpler than moving operations halfway across the world. One could drive pieces of machinery across
the China-Vietnam border. The time spent on ships could be longer. In addition, the countries are easily
reachable by global shipping lanes, which allows the quick insertion of exports to the global market.
Vietnam, for example, borders the South China Sea, one of the busiest waterways in the world.
Bangladesh, India, Sri Lanka, and Indonesia, too, are easily reachable by sea. Therefore, the products
manufactured there can easily be inserted into the global market.

However, some of the most decisive advantages of South and Southeast Asian countries are their
economic and demographic similarity with China in the 1990s and 2000s. The majority of people in South
and Southeast Asia are the youth. According to Sedik (2018), more than half of Southeast Asians are
under 30 years old. The same phenomenon can also be seen in India, where the youth make up more
than half of the Indian population (Rampal, 2022). In Sri Lanka, the youth makes up more than a quarter
of the population (Markar, 2016). The large young population in South and Southeast Asia provides
multinational companies with a massive pool of potential labor workers to work in factories and other
operational posts.

Additionally, compared to other places, the operational costs, particularly the living wages, are lower
than in other countries. In Indonesia, for example, the minimum wage is around US$ 300 per month in
the region with the highest minimum wage. Other Southeast and South Asian countries’ minimum wages
are much lower. The minimum wage for a semi-skilled worker in India is US$ 228 per month (Dezan Shira
& Associates, 2022). The monthly minimum wage is even lower in Bangladesh, at US$ 48 per month
(Bhuiyan & Hossain, 2020). With these low minimum wages, multinational companies can operate at a
lower labor cost while reducing their supply chain dependence on China.

Consequently, developing countries in South and Southeast Asia should see the opportunities the US-
China trade war presents. The need to reduce supply chain dependency on China and the cheap and
abundant workforce in South and Southeast Asian countries has created a perfect constellation that
would benefit the states. The governments would have an opportunity to employ their citizens, gain
foreign investment, and build the economy. Meanwhile, the companies can reduce their dependence on
China and keep operational costs low. Therefore, South and Southeast Asian governments should
implement policies that ease the flow of investment and strengthen the rule of law to attract investment.

Inviting multinational companies and providing jobs for the youth would also benefit the government
elites. An abundant young workforce can be a double-edged sword for regional governments. If they are
provided jobs and have a decent life, they could become an impetus to the country’'s development and
economic growth. If an overwhelming majority of them are actively working, the country's Gross
Domestic Product (GDP) will rise, and they will have a chance to live better. Consequently, they would
have a positive perception of their governments. However, if, instead, a majority of them are
unemployed and live below substance means, there would be massive discontent towards the
government, and a full-blown protest could arise (see de Mesquita & Smith, 2012). Therefore, inviting
multinational corporations and providing jobs for the young population could lengthen the regime's
survival.

Several states in South and Southeast Asia have taken steps to ensure that their countries are attractive
for foreign investment. In Indonesia, the government implemented the controversial Law No. 11/2020 on
Job Creation (i.e., the omnibus law) to streamline the regulatory process for foreign investment. However,
it was criticized by labor and environmental groups for its decreasing environmental protections (Tani &
Jibiki, 2020). In India, the Indian government has implemented the ‘Atmalabor nirbhar Bharat Abhiyaan’
policy (i.e., self-reliant India) to reform the bureaucracy and give stimulus to attract foreign investment to
India (National Investment Promotion and Facilitation Agency, n.d.). It seems, therefore, that many
governments in the region have realized the opportunity presented by the US-China trade war to develop
their economies.
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India’s endeavors and its advantage amid the trade war have borne fruit. For example, Foxconn, a
Taiwanese company that is one of Apple’s major component suppliers, announced in late 2022 that it
would move parts of its production chain to India, citing the trade war as one of its reasons (Tan, 2022).
Apple’'s main rival, Samsung, has established manufacturing plants in Noida and Sriperumbudur (Lee,
2022). The former is slated to become the most prominent phone factory in the world (Lee, 2022).

To conclude this section, while there are adverse effects of the US-China trade war, there are also
opportunities for countries in South and Southeast Asia to attract foreign investment, provide jobs for
their citizens, and develop their economies. The need to diversify supply chains from China and the low
operating costs in South and Southeast Asian countries meet and present a win-win situation for both the
companies and the governments: the former can reduce their dependencies on China while keeping
operational costs low and the latter can reduce unemployment, attract foreign investment, and develop
economies. Many governments in South and Southeast Asia are aware of this and have implemented
policies to attract more foreign investment.

The Global South’s Role and Position Within the Dynamics of the Global Value Chain: The Case of
India

To comprehensively understand how the trade war positively affects the Global South’'s economy, we
need to acknowledge the Global South's position and role within the complex contemporary GVC
dynamics. This part will focus on spotlighting India—one of the major economic powers in South Asia.
Not only did they experience massive industrialization, but India also recently hosted manufacturing
facilities that have been moved from China by multinational companies since the beginning of the US-
China trade war (The Economic Times, 2022). Thus, India is a proper context for the increasing role of the
Global South in the GVC, which will be further explained in the next part.

Although India’s economic prowess was initially considered peripheral, it has substantially strengthened
since the influence of globalization and economic liberalization and began to grow significantly in the late
1990s and 2000s. As estimated by the IMF (2000, 2020), India placed 13th in terms of GDP in 2000, with
an estimated GDP of US$ 476 million. In 2020, India produced the sixth largest GDP in the world, with a
value of more than US$ 2.6 trillion—soaring more than fivefold in two decades. This expeditious GDP
growth is also contributed to and supported by the rise of foreign investment in India—both direct and
indirect. Generally, this investment also contributes substantially to the Global South’s solidified position
within the GVC, enabling the countries to access sophisticated mass-production factors, including IT-
based machinery (Fischer & Reiner, 2022).

The rapid development of the manufacturing sector of the Global South throughout the last decade is
one of the most significant trickle-down results of the abovementioned GDP expansion. India's economic
expansion started with the administration of pro-free market Prime Minister Atal Bihari Vajpayee (1996,
1998-2004). As noted by Beena et al. (2004), before this period, the main characteristics of India's
economy were (1) weak industrial structure in terms of financial and technology; (2) poor management
and human resource skills; (3) sluggish GDP growth; and (4) heavily controlled by conservative FDI policy
such as the Industries Development and Regulation Act (1951). Vajpayee's government saw these
conditions as strenuous for India to face the future challenges of globalization and economic
capitalization, and gradually tried to ease the economic regulation. This approach mainly included
deregulation policies to encourage investment and industrialization, and strengthen India’s
competitiveness, particularly in the high-tech sector.

After the series of deregulation approaches, India's economy started to grow at its fastest pace since its
independence. According to the data from Macrotrends (2021), from the 1990s until the 2010s, India
experienced an average GDP growth of 6.2%. Although it decreased momentarily between 2000 and
2003 and 2008-2009, the growth began to soar again with an average growth of 7,92%.The massive pour
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of foreign direct investment (FDI) from Japan and Singapore contributed significantly to industrializing
India’s economy. In 2021, India ranked first in FDI inflows among fellow Global South countries, reaching
US$ 64,36 billion in 2020. Overall, the average FDI growth between 2010-2020 reached 1,77%, growing
more than 1% compared to 1990-2000, which only reached 0,42% on average (Macrotrends, 2021).

Japan has the most strategic contribution to developing India's manufacturing sector among investor
countries. According to Business Standard (2022), no less than 110 Japanese multinational companies
currently operate in India; and more than 10 of them signed and developed a joint-venture agreement
on industrial cooperation. For example, Maruti Suzuki, a joint-venture company created between the two
countries leading automotive manufacturers, signed in 1981. Nevertheless, it was not until the economic
liberalization of the 1990s-2000s that this joint venture gained its great leap and far-reached the
automotive markets in the Southern Asian region. As cited from Maruti Suzuki's annual report (2021),
between 2020-2021, Maruti Suzuki produced more than 1,5 million passenger cars, with a total revenue
of US$ 9,2 billion. The company has developed and run three manufacturing plants in Gurgaon, Manesar,
and Gujarat. The Maruti-Suzuki also enables India to be an industrial hub within the automotive GVC,
supplying essential high-tech commodities, including cars and automobile spare parts, to Southeast Asia
and the Middle East (Suzuki, Narayanan & Sharma, 2019).

Another prominent example is the semiconductor investment from Singapore. It has poured India more
than US$ 17,4 billion into developing numerous strategic joint ventures with Indian corporations (Indian
Department for Promotion of Industry, 2020). IGSS Ventures, for example, has reached a tri-partite
agreement with Guidance Tamil Nadu and the Government of Tamil Nadu to build a complex research
facility in the respective state (Sivapriyan, 2022). The project is providing jobs to more than 1,500 persons,
and in the next five years, the entire ecosystem will provide jobs to an additional 25,000. This
achievement is not only remarkable for India's economic development that slowly but surely shifted into
a high-tech based manufacturing economy, but also puts India as one of the Global South’s powers in a
more strategic position within the GVC as the country could produce—and export—the commodities that
previously should have been imported.

On the other hand, although the service sector—primarily financial and commercial—is currently
dominating India’s economy with a contribution of more than 54% in India’'s Global Value Added (GVA),
the manufacturing sector has made remarkable progress. Before the economic liberalization in the late
1990s, the industry comprised less than 20% of India’s GVA. In 2019-2020, the value rose significantly,
reaching 29,34% of the GVA with a total value of Rs 3,654,362 crore (Statistictimes, 2021). Although
progress was halted in 2020-2021 because of the COVID-19 pandemic, which caused a severe economic
contraction, the industries are forecasted to bounce significantly from 2023 onwards.

The increase of skilled and educated workers supports India's more vital position within the GVC. The
massive industrialization and technological penetration led to the establishment of industrial-based
curricula within Indian universities in the last decade. So far, India has over 2,500 engineering colleges
and institutions, with over 1,200 IT-based colleges (Thakur & Mantha, 2021). While some critics are
brewing towards engineering education—mentioning that only 47,4% of India’s young population is
considered “employable,” there is a significant initiative launched by both government and multinational
corporations—to train more workforces. India is still one of the most potential Global South countries
regarding employees, with more than 500 million working-aged people (Sharma, 2021). With the
technological transfer policy improvement between the investors and the Indian Government, India’s
industrial sector development should be on the right track.

The concept of locational advantages by Oatley (2019) also applies to India’s position. India is regarded as
one of the most suitable places in the Global South for multinational companies to re-invest. One of the
latest examples is Apple's plan to move more manufacturing facilities to India from China, starting in the
“next few years” (Pino, 2022). According to Apple, the production of the latest iPhone model will be
moved to the Foxcomm facility near Chennai. This city has been developed as “India’s Silicon Valley” for
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over a decade. JP Morgan'’s analysis further emphasized this decision, which underlined a 25% production
increase of all iPhone models in India, including 5% of iPhone 14 by 2025 (Singh, 2022). This situation also
gives a further precedent that slowly, Global South countries, including India, started to gain strong trust
from the investors and developed countries amidst the trade war that was previously regarded as
detrimental for the GVC.

Conclusion

The trade war between the US and China in 2022 has entered its fifth year. However, there are no signs
of itending anytime soon. The tariffs that the two countries set against each other remained relatively
high. Furthermore, the number of Chinese companies that have restricted access to U.S. commaodities,
software, and corporate technology is increasing. Efforts to resolve the fundamental issues that triggered
the trade war through the Phase One agreement have remained the same. The US-China trade war is
also exacerbated by the conflict between the two countries in the security realm. On the one hand, there
is the issue of China's claims in the South China Sea with the principle of US freedom of navigation. On
the other hand, there is the issue of Taiwan's security (a US ally) from China’s assertiveness.

The US-China conflict in the economic and security spheres disrupted the GVC. To avoid the risk of
continuing to operate in China, US companies choose to move their operations back to their home
countries (reshoring) or other countries in the Americas (nearshoring). China recognizes the vulnerability
of contemporary GVCs and issue industrial policies to drive the growth of domestic industries in the
technology, energy, and food sectors. In the process, these developments created both challenges and
opportunities for many countries.

In the case of the Global South, despite the challenges arising from the automation trend, countries in
that group can still seize the opportunity. Several Global South countries still offer labor workers in cheap
wages. This is important for companies whose businesses have a small profit margin. Furthermore,
Global South countries such as Indonesia and India have introduced new investment-friendly regulations
and policies over the past few years. Nevertheless, the opportunities of what the Global South is able to
offer is significantly larger. For example, India is a Global South country with workers who have relatively
high education and expertise. This allowed India to have a relatively developed domestic technology
industry and could attract foreign direct investment to that sector.
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