
The Impact of Trade War on Asia’s 
Supply Chain: An Insider’s Perspective 

It is hard to miss the daily headlines reminding us of the ongoing 

economic conflict taking place between the world’s two largest national 

economies, the United States and China. In 2018, under President 

Trump’s leadership, the United States began placing tariffs and other 

trade barriers on China with the goal of forcing China to make changes 

for what the US saw as unfair trade practices. In response, China began 

to impose tariffs on many products imported from America, including 

aluminum, soybeans, cars, steel piping, fruit and nuts. The impact of 

the trade war has brought struggles for farmers and manufacturers in 

America and has resulted in higher prices for consumers. But what impact 

has it had on the Asian supply chain?  
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In this article, Lee Brantingham, Managing Partner at NGS Global – 
Greater China, explores the impact the trade war has had for global 
manufacturers and their customers. He spoke with two executives, 
who asked that we not share their names or companies so that they 
could speak candidly. What follows are the views shared from those 
individuals. 

• Industrial Manufacturing Executive: Asian-based founder of a 
leading producer of solar systems, including panels, racks and 
tracking systems.  With a top-line sales revenue of more than 
USD $300 million, they have been active in China and Malaysia 
for more than 15 years. 

• Electronic Manufacturing Services (EMS) Executive: Asian-
based Executive Vice President for one of the top 10 global 
EMS players with a multibillion USD revenue. This individual is 
responsible for leading global manufacturing in Asia.   

Q:  WHAT IS HAPPENING TO YOUR SUPPLY CHAIN AS A 
RESULT OF THE TRADE WAR AND WHY IS IT HAPPENING 
NOW?

Industrial Manufacturer: Initially, the feeling was that the conflict 
was short-term turbulence that would eventually stabilize.  
However, as it became clear that the 20-25% tariffs were here to 
stay, we, along with our customers, had to look at alternatives to 
China (where we had already built a robust infrastructure). The 
view became more that we are entering a period of sustained 
unpredictability vis-a-vis the US and China, and this could easily 
continue for the next five to ten years.  We will always maintain 
our China capability, both as a hedge, and to supply non-US global 
customers. China is, and will continue to grow in importance as a 
destination for our products.  We have had to make changes, but we 
are not abandoning China and I do not think most manufacturers 
will; this is just a re-balancing act. 

EMS Leader: Our customers feel that the friction with China is a 
long-term issue and several want to relocate manufacturing out of 
China to avoid these tariffs.  However, they want to be thoughtful 
and do this in the right way by setting up operations where it will 
make the most sense in the long-term. 

Q:  WHY HAS IT TAKEN THIS LONG TO CONSIDER MAKING 
A MOVE?

Industrial Manufacturer: The reason it has been hard to move 
before now, and we have known for a while that we needed more 
than one leg of our stool, was not that labor was cheaper in China; 
that has not been the case for some time.  But rather, because we 
can get steel at a much lower cost in China.  At our volumes, we 
are a very attractive customer.  If you are buying USD $50,000 of 

steel and shipping a few containers of product a month, that is 
not the case. However, at a scale such as ours, we can get very 
competitive prices since suppliers in China need volume.  It is what 
gets them favorable financing from their banks and status with local 
officials. Taiwan, Korea, and to a lesser extent Europe, have good 
steel products, but they are not as favorably priced. Additionally, 
in China, there are nine to ten different vendors competing for 
our galvanizing business. Again, the competition for our business 
keeps prices down. In Malaysia, we feel fortunate if we can find two 
companies to compete for our business. Hence, these are the key 
drivers for why it has been hard for us to leave.

EMS Leader: For some time, it is true that China has not been the 
cheapest option. In our calculation, a fully loaded line operator in 
China is nearly twice the cost as one in Malaysia (China,  up to USD 
$1,200 a month and in Malaysia it caps below USD $600 – this is for 
pay, insurance, benefits, etc.).  But it is not only an issue of labor.  
We have a client that is considering moving a very large operation 
away from China to save double digit million USD in tariffs, but it 
may cost even more to move the line.  The fastest this could be 
accomplished is roughly nine months, but much more likely 12-
18 months. It is not just the physical move and retraining, but all 
the setup and requalification of equipment.  Thus, the disruption 
is real, and the payback is not immediate.  In addition, it is very 
likely customers will need to continue to source many, if not all, 
of their key components from China (plastic injected parts, small 
metal components, etc.).  For instance, you can go to Cambodia, 
Myanmar or Laos, where labor is very cheap, but your end-to-
end supply chain will suffer dramatically as materials will have to 
be shipped from China to the assembly location, where logistics 
infrastructure is still very underdeveloped. All of this is very costly 
and takes time, which is the main reason it has taken time for this 
migration to happen.  I would also say that even where companies 
claim to have dual sources for key products, one is made in China, 
and another product line in from another country (maybe with 
higher cost but better IP protection), such as Singapore or Taiwan.  
Even the best run companies are not set up to just ramp up/down 
production of the same product in multiple locations; it generally is 
not how they are structured.  

Q:  WHERE DID YOU (OR YOUR CUSTOMERS) DECIDE TO 
MOVE?    

Industrial Manufacturer: We looked at other countries, namely 
Vietnam and Thailand, but for our industry and needs, Malaysia 
made the most sense.  We originally hoped to continue to work with 
our China steel supplier and do the machining and manufacturing in 
Malaysia.  Hence, we were looking for ease of logistics and a duty-
free area where we could manufacture and re-export.  For these 
reasons, we settled on Johor Bahru near Singapore. 
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EMS Leader: This is the question our clients are asking, and we 
are trying to help them work it out. You must understand that no 
country has the infrastructure of China, so you must be ready for 
that issue. You also need to understand that just one province of 
China could be the same size as Vietnam or the same size as Thailand 
and Malaysia combined, so no one country can replace China. 

Table 1 - Population of Asian Countries and Chinese Provinces

Country / Chinese Province Population
Guangdong Province (China) 111 million
Vietnam 96.4 million
Philippines 109 million
Henan Province (China) 94 million
Thailand 69.6 million
Malaysia 32 million
Thailand & Malaysia Combined 101.6 million

Source: Worldometers, October 2019

Summarized below are the different options:

• Vietnam: A few years ago, Vietnam was considered the 
obvious choice where to move operations, and it is still a good 
one for some customers as the 2018 FDI inflow is up year-on-
year at 69.1%1;  however, it has a limited management pool.  
In addition, Samsung has essentially moved their entire supply 
chain to Vietnam, accounting for 28% of their GDP2, which has 
further constrained manager-level talent, and language can be 
a real challenge.  

• Indonesia: Corruption is endemic in Indonesia, and labor 
unions are very problematic, so the overall productivity is 
lower than it should, or could be. I believe only very low-tech 
manufacturing businesses can work there. 

• Philippines: The Philippines has an English-speaking workforce 
and can be good for simple manufacturing. It lost its domestic 
automotive industry so that pool of talent is no longer being 
regenerated.  Corruption can be an issue and the power is 
expensive and unreliable. 

• Thailand: I believe Thailand will be one of the winners. They 
are good at assembly and have a solid, medium-sized domestic 
auto industry which expands the talent pool.  But they are 
absorbing a great deal of new manufacturing, so salaries for 
indirect labor, especially at the management level are being 
raised to unsustainable levels.

• India: Within India, the red tape and infrastructure are 
a challenge. It is a large place and with the right local 
government support and a very strong local partner you can 
manage through it. But for most foreign companies, having a 
partner means you are a minority shareholder, and most find 
this an unattractive factor.

• Taiwan: Taiwan could be a wild card and I can see them gaining 
at the high end if they can manage through any labor shortages, 
for instance, doing what Malaysia is doing with foreign 
workers (labor from Indonesia, Bangladesh, Myanmar, etc.).

Q:  HOW COMPETITIVE IS MALAYSIA?

Industrial Manufacturer: From a labor perspective, it is very 
competitive and probably cheaper than China. Malaysia has a very 
well-regulated and managed foreign worker arrangement that 
means there is a steady stream of non-Malay workers (mainly from 
Bangladesh and Myanmar) who are eager for the work.

EMS Leader: I feel Malaysia has a real opportunity. Firstly, they 
have several clusters which include Penang, Kuala Lumpur, 
Klang, Malacca, Seremban and Johor Bahru.  They do have some 
corruption, but it is at the high-level, so it is less of an issue for 
smaller operations. They have a very structured and efficient 
foreign workers program meaning there is no shortage of plentiful 
and predictable labor. 

Q:  WERE THERE OTHER CONSIDERATIONS IN MOVING 
TO MALAYSIA?

Industrial Manufacturer: One factor was that Malaysia has had a 
somewhat stable exchange rate between Ringgit and the dollar. 
Another was that for our industry, many of the managers and 
heads of key vendors were Malaysian, but ethnically Chinese, 
and this makes communication  with our China team and other 
vendors much smoother.

Q:  WHAT ARE THE KEY HUMAN CAPITAL CHALLENGES?

Industrial Manufacturer: At the middle level,  the language barrier 
and getting teams in different countries to be able to work together 
is one large obstacle. But at the senior leadership level, dealing 
with manufacturing operations and supply chain, you need very 
strategic leaders who can navigate a lot of ambiguity and make 
decisions that will have long-term effects.  These leaders need the 
right regional experience and language skills that we have found 
are in very short supply. 
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EMS Leader: The key issue is helping customers figure out what 
they want and what are the tradeoffs so they can figure out what 
makes sense for the long-term.  This takes a great deal of time and 
can only be done by senior-level people.  Obviously, the cost of 
leaders is going up with the demand in these markets and can be 
very costly. Singapore is even more expensive for leadership, so 
finding good and affordable leaders is a challenge.  

Q. WHAT HAVE BEEN THE CHALLENGES AND 
OPPORTUNITIES WITH THIS RECONFIGURATION?

Industrial Manufacturer: Interestingly, we originally started as 
traders, but it became clear that we had to invest to keep our 
customers. In China, customers gained a very good understanding 
of cost structure.  As a result, there was a high degree of 
transparency and the impact over time was that buyers could say 
“we know your costs are X, and we are willing to let you make a 
profit of Y”.  I believe what is now happening means there is less 
transparency so there is a chance for arbitrage with your IP that 
has not existed in China for some time.  With all the changes, there 
will be an optimized “recipe” for each kind of product and supply 
chain.  There will be a best supplier from country X and supplier Y.  
There will be a best way to source, ship, manufacture for re-export 
and a way to classify the product for the purpose of a given tariff or 
duty in the lowest cost possible.  For those who figure out the best 
“recipe” first, there will be opportunities.

EMS Leader:  I think the opportunity for players in the EMS industry 
is to recapture some margin. Flexibility always has a cost and we 
hope to help our customers by resolving their problems, while also 
capturing some margin.

SUMMARY

Based on the perspectives from our insider executives, China 
will remain a lead player for key components for many years to 
come; however, companies in Asia are beginning to consider other 
options. There will be winners and losers in relation to the trade 
war’s impact on the supply chain, and some countries that miss out 
on capturing new opportunities created from the disruption.

The author would like to acknowledge and thank Ben Hayes, NGS 
Global – Greater China, for his research and support on this paper.

End Notes 
¹ 

Samuel, Pritesh. “Vietnam’s Record FDI - Where Is the Investment Going?” Vietnam 
Briefing News, 7 June 2019, www.vietnam-briefing.com/news/ fdi-invietnam-
investment-by-sector.html/.

2 Eun-jin, Kim. “Samsung Electronics Accounts for 28% of Vietnam’s GDP.” 
BusinessKorea, 14 Mar. 2019, www.businesskorea.co.kr/news/articleView.

AUTHOR

   Lee Brantingham 
   Managing Partner, Greater China 
   T: +86 17138 693434 
   E: lee.brantingham@ngs-global.com

ABOUT NGS GLOBAL

With 31 offices across the Americas, Europe, Asia Pacific and 
Africa, NGS Global provides the extensive resources of major global 
executive search firms along with high-touch service, accelerated 
completion cycles and superior candidate access made possible by 
a mid-sized platform without external shareholders. Through our 
commitment to industry expertise, cultural knowledge and partner-
led search execution, we deliver exceptional value to our clients.

For more information, please go to www.ngs-global.com

© 2019 NGS Global Americas, LLC


