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Abstract

This study examines the multifaceted impact of the ongoing US-China trade war on the global electric vehicle (EV) industry, scrutinizing
how tariffs, supply chain disruptions, and competitive dynamics have reshaped production costs, market share, and innovation strategies.
Utilizing a mixed-methods approach, we conducted quantitative analyses through Multiple Linear Regression (MLR) on data collected from
20 leading EV markets. We complemented these findings with qualitative insights from semi-structured interviews with 15 industry experts.
Our analysis reveals that the imposition of tariffs significantly elevates production costs for EV manufacturers, leading to a notable shift in
market share from Chinese firms to domestic producers in tariff-imposing countries. Furthermore, the findings illustrate that companies
embracing collaborative competition tend to foster higher levels of innovation compared to those adopting protectionist measures. By
integrating International Trade Theory and Dynamic Capabilities Theory, this research adds to the existing literature on trade wars and
industrial competitiveness, highlighting that while tariffs may offer temporary protections, they hinder long-term innovation and resilience in
the EV sector. This study fills a critical gap by providing a comprehensive analysis of the trade war's implications on a global scale, offering
strategic recommendations for policymakers and industry stakeholders navigating a rapidly evolving landscape.
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1. Introduction

The global electric vehicle (EV) industry has experienced significant growth driven by environmental concerns,
government support, and technological advancements (Mutta & Soumya, 2024; Chaudhari, 2024). The market is
expanding rapidly, with both established automakers and new entrants competing for market share (Mutta &
Soumya, 2024). EVs offer numerous benefits, including reduced emissions and energy independence
(Chaudhari, 2024; Tilkar et al., 2024). However, challenges persist, such as range anxiety, limited charging
infrastructure, and higher upfront costs (Mutta & Soumya, 2024; Sun et al., 2020). Government incentives and
policies play a crucial role in promoting EV adoption (Sun et al., 2020; Tilkar et al., 2024). Advancements in
battery technology and the expansion of charging infrastructure are contributing to the industry's growth (Tilkar
etal., 2024).

However, the trade war between China and the US has introduced significant complexity to global industries,
particularly in the technology and steel sectors. It has disrupted supply chains, increased cybersecurity risks, and
impacted intellectual property concerns (Choudary & Saleem, 2023). The conflict has led to tariffs on essential
technological goods, affecting prices and supply chain efficiency (Choudary & Saleem, 2023; Bown, 2020). US
firms with direct suppliers in China have experienced worse performance in inventory management and
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profitability, especially those with high degrees of outsourcing and supply base complexity (Fan et al., 2022).
The semiconductor industry, initially reluctant, was drawn into the conflict through export restrictions targeting
the supply chain (Bown, 2020). Companies are now reevaluating their manufacturing and sourcing dependencies
in China, seeking alternative production sites and new markets (Choudary & Saleem, 2023). The trade war's
impacts extend beyond the US and China, affecting other parties like the EU and Austrian companies in the steel
sector (Scheipl et al., 2020).

The escalating trade tensions between the US and China have led to tariffs and restrictions affecting various
industries, including the electric vehicle sector. These measures have resulted in increased prices, supply chain
disruptions, and reduced trade between the two countries (Mutambara, 2019; Choudary, 2023). The EV
industry's rapid growth has intensified demand for critical materials like cobalt, exacerbating supply chain
vulnerabilities (Liu et al., 2023). Geopolitical risks and EV demand shocks have significantly impacted the
cobalt supply chain, with potential price increases of up to 15.01% under severe import reductions (Liu et al.,
2023). The automotive industry's transition to EVs has prompted profound changes in the supply chain
ecosystem, affecting supplier relationships and collaborations (Jagani et al., 2024). Strategies such as improving
recycling technology, increasing inventory, and exploring material substitution have been proposed to enhance
resilience (Liu et al., 2023). Additionally, the trade war has raised concerns about the long-term sustainability of
the EV industry.

The US-China trade war, which began in 2018, involved both nations imposing tariffs on each other's goods
(Khan & Khan, 2022; Su, 2024; Qiu et al., 2019; Ovuakporaye, 2020). This conflict between the world's largest
economies has had significant impacts on global trade, financial stability, and economic growth (Khan & Khan,
2022; Su, 2024). The trade war was initiated by the US under President Trump's administration, citing concerns
over trade imbalances and protectionist policies (Su, 2024). While both countries have experienced
consequences, China has felt a more substantial impact (Ovuakporaye, 2020). The conflict has also affected
other nations, creating both opportunities and losses for various economies (Su, 2024). Researchers have
analyzed the trade war through various lenses, including imperfect competition, increasing returns, and political
economy arguments (Qiu et al., 2019). Despite ongoing negotiations and some positive developments, the trade
war continues to pose risks to the global economy (Ovuakporaye, 2020). The tariffs have had a ripple effect on
various industries, including the automotive sector. The electric vehicle industry, in particular, has been severely
impacted due to China's dominant position in global EV production and its reliance on imported components.

Anterior research has examined the impact of trade wars on specific industries or countries (Itakura, 2020; Chen
et al., 2023; Mayr-Dorn et al., 2023), but few have explicitly focused on the EV sector or considered the global
implications of the trade war. This paper fills this gap by providing a comprehensive analysis of the trade war's
impact on the global EV industry.

As the world grapples with the implications of this trade war, a pressing question arises: Should the rest of the
world block or embrace the Chinese competition in the electric vehicle (EV) industry amidst the trade war?

The research objectives are the following:

e To comprehensively analyze the impact of the trade war on the global electric vehicle industry, focusing
on production costs, sales trends, and supply chain disruptions caused by tariff impositions;

e To assess the trade war’s influence on the competitive landscape and market share distribution within
the global EV sector, identifying key shifts towards domestic manufacturers in various countries;

e To evaluate strategic responses and formulate recommendations for policymakers and industry
stakeholders on effectively navigating competition from Chinese manufacturers, emphasizing the
advantages of collaboration and innovation.

Understanding the impact of the trade war on the EV industry is crucial for policymakers, as it can inform
decisions about tariffs, subsidies, and regulations. Moreover, this study can provide insights for industry
stakeholders seeking to navigate this complex environment. By examining the global implications of the trade
war on EV production, sales, and supply chains, this study aims to contribute to a better understanding of this
critical issue.

The remainder of this paper is organized into six sections. Section 2 provides a theoretical and conceptual
framework for understanding the dynamics of the trade war and its implications for the electric vehicle industry.
Section 3 reviews the literature on trade wars, focusing on their economic implications, particularly in the
context of the EV sector. Section 4 outlines the methodology and data sources used in this study, detailing the
empirical model and data analysis plan. Section 5 presents the findings of the analysis, including descriptive
statistics, correlation and regression analyses, and insights from qualitative interviews with industry experts.
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Section 6 engages in a discussion of the findings, emphasizing how they build on, deviate from, and contribute to
existing literature, as well as their implications for global responses to Chinese competition in the EV market.
Finally, Section 7 concludes with a summary of the findings, managerial implications, theoretical contributions,
and directions for future research.

2. Theoretical and Conceptual Frameworks
2.1. Theoretical Framework: International Trade Theory and Dynamic Capabilities Theory

This study utilizes two foundational theoretical perspectives to analyze the impact of the U.S.-China trade war
on the global electric vehicle (EV) industry: International Trade Theory and Dynamic Capabilities Theory.
Together, these frameworks provide a comprehensive understanding of the challenges and strategic responses
faced by firms in this evolving landscape.

International Trade Theory explores the dynamics of trade between nations and examines how policies, such as
tariffs, influence economic interactions. Drawing from classical concepts like Ricardo’s Comparative
Advantage, this theory posits that countries stand to gain by specializing in the production of goods for which
they have a relative efficiency advantage. However, the introduction of tariffs disrupts these advantages, often
leading to trade inefficiencies and increased costs for businesses engaged in international trade (Krugman &
Obstfeld, 2009).

Within the context of the electric vehicle industry, the implementation of tariffs can significantly impact
production costs and market competitiveness. Manufacturers may encounter higher expenses for imported
materials and components, compelling them to reassess their pricing strategies and operational efficiencies. As a
result, firms may be driven to innovate or adapt their supply chains to mitigate the adverse effects of such trade
barriers, leading to shifts in market dynamics and competitive positioning.

Dynamic Capabilities Theory, as articulated by Teece (1997), emphasizes the importance of a firm's ability to
adapt, integrate, and reconfigure its internal and external competencies in response to rapidly changing market
conditions. In the face of the U.S.-China trade war, firms in the EV sector are compelled to cultivate dynamic
capabilities to remain agile and competitive. This may involve enhancing innovative processes, fostering
strategic alliances, and developing new products that align with evolving consumer preferences and regulatory
requirements.

The ability to pivot and respond to external shocks, such as trade disruptions, is essential for sustaining
competitive advantage in the electric vehicle industry. By leveraging dynamic capabilities, organizations can not
only address immediate challenges brought about by the trade war but also position themselves for long-term
growth in an increasingly competitive and uncertain environment. Firms equipped with dynamic solid
capabilities are better positioned to read market signals, adapt to changes, and leverage emerging opportunities,
thereby ensuring resilience in a tumultuous landscape.

Recent research has examined the impact of trade wars through the lens of international trade theory and
dynamic capabilities theory. Dynamic capabilities theory has been applied to understand supply chain resilience
during high-impact disruptions like trade wars and pandemics (Blessley & Mudambi, 2022). This theory has also
been used to identify meta and strategic dynamic capabilities in international firms, which are crucial for
adapting to changing global environments (Brock & Hitt, 2024).

Integrating International Trade Theory and Dynamic Capabilities Theory provides a robust framework for
understanding the complexities of the U.S.-China trade war's impact on the electric vehicle industry. While
International Trade Theory sheds light on the macroeconomic effects of tariffs and trade barriers, Dynamic
Capabilities Theory offers insight into the strategic responses necessary for firms to thrive amid disruptions. This
blended approach allows for a nuanced exploration of the interplay between external trade dynamics and internal
organizational capabilities in shaping the future of the EV market.

2.2. Conceptual Framework

This framework outlines the intricate relationships among various factors influencing the global electric vehicle
industry, particularly within the context of ongoing trade tensions. It highlights how tariffs, supply chain
disruptions, and market share interact to affect EV outcomes, which encompass overall market performance,
including production volume and sales figures.

Tariffs on imported automobiles and auto parts can significantly increase vehicle prices, potentially pricing some
consumers out of the new car market (Lovely et al., 2018). This is particularly relevant for electric vehicles,
where battery technology plays a crucial role in cost structures (Darbari & Sawant, 2024). The transition to EVs
introduces new parameters and costs, including vehicle range and charging infrastructure, which impact both
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manufacturers and consumers (Konig et al., 2021). Electricity pricing structures also influence EV adoption and
usage patterns, with real-time pricing potentially performing poorly due to its inability to signal efficient
resource use in non-convex systems (Sioshansi, 2012). As tariffs fluctuate, they create barriers that affect
sourcing and production practices.

Supply chain disruptions, driven by international trade tensions, pose significant challenges in securing essential
materials and components. Companies are adopting both short-term reactive strategies, such as building
inventory and seeking tariff exceptions, and long-term proactive approaches, such as diversifying supplier and
manufacturing locations (Johnson & Haug, 2021). The materials and components industries face unique
challenges, necessitating systematic strategic technology planning to address supply chain vulnerabilities (Cho et
al., 2024). Raw material shortages, exacerbated by factors like climate change and geopolitical tensions, are
causing increased costs and delays across industries (Williams, 2023).

Various factors, including tariffs, supply chain strategies, and consumer preferences, influence market share
dynamics in competitive landscapes. Research shows that domestic manufacturers can gain a competitive edge
through strategic pricing and financial decisions, including crowdfunding (Parvasi et al., 2024). Tariff policies
significantly impact vaccine supply chains, with different effects depending on who bears the cost (Dai et al.,
2022). For global firms, reshoring decisions are complex and influenced by tariff uncertainties and domestic
competition (Kouvelis et al., 2022).

The interplay between these factors ultimately shapes EV outcomes, including production volumes and sales
figures. Additionally, competitive strategies adopted by manufacturers, whether aimed at enhancing competitive
advantages or mitigating risks from external pressures, play a crucial role in determining how effectively they
can capitalize on the changing market conditions.

Furthermore, external elements such as economic conditions, technological capacity, and regulatory frameworks
provide additional context that influences the efficacy of these relationships. Together, these interconnected
factors illustrate the complexities faced by the EV market amid trade tensions, highlighting both challenges and
opportunities for growth and innovation.
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Figure 1: Conceptual model

Source: The author

39



RSEP Rome Conference 2024 Kouam, A.W.F. pp. 36-50

3. Literature Review and Hypothesis Development
3.1. Trade Wars and Their Economic Implications

Trade wars, characterized by the imposition of tariffs and trade barriers, have significant repercussions on
domestic and global economies. The US-China trade war, driven by economic supremacy and global leadership
ambitions, has affected not only the two countries but also the world economy (Kashyap & Bothra, 2019). These
conflicts arise from nationalism, unilateralism, and protectionism, often intensifying due to retaliation
(Charandabi et al., 2021). The consequences are far-reaching, including increased consumer prices, higher export
costs for firms, investor nervousness, potential currency wars, and negative impacts on both developed and
developing countries (Oeconomia, 2019). Trade wars can lead to a more fragmented global economy, with risks
likely more severe than many experts believe (Afontsev, 2020). While some countries may see opportunities to
increase exports (Kashyap & Bothra, 2019), the overall impact of trade wars is detrimental to the global
economy, potentially resulting in losses for all parties involved (Oeconomia, 2019).

Numerous scholars have explored the effects of trade wars on various industries, including the automotive
sector. Studies have shown that the trade war led to differences in abnormal returns for automotive companies
listed on the Indonesia Stock Exchange (Putra et al., 2020). The automotive industry, along with electrical
machinery and iron and steel sectors, has been notably affected, with China being a central hub for automobile
parts and the US having a comparative advantage in automobile exports (Singh & Sisodiya, 2021). Economists
predict negative impacts on industrial machinery, robotics, and automotive industries due to higher tariffs and
political uncertainty (Shah, 2018). However, trade wars may also spur technological advancements in areas like
artificial intelligence and automation to cut manufacturing costs (Shah, 2018). Simulations suggest that trade
wars have a more significant adverse effect on countries with prominent initial net export positions and that
some scenarios may benefit either the US or EU more (Shikher, 2012).

Given the global nature of the electric vehicle (EV) market, the implications of the trade war extend beyond
national borders. The US-China trade war has implications for the clean energy revolution, particularly in the EV
industry (Li, 2023). Global EV production and battery requirements are influenced by regional trade blocks, with
varying patterns of imports and exports across different countries (Busch et al., 2024). The EU faces challenges
in capturing a significant segment of the EV value chain, necessitating increased R&D and supportive policies to
boost domestic battery production capacity (Fragkiadakis et al., 2020). China's EV development has substantial
implications for global resource availability, especially for rare earth elements and graphite, potentially affecting
other world regions and sectors (Elshkaki, 2020).

3.2. The Electric Vehicle Industry in a Global Context

The electric vehicle (EV) industry has experienced significant growth, driven by environmental concerns,
technological advancements, and supportive government policies (Mutta & Soumya, 2024). EVs are seen as a
solution to reduce fuel consumption and greenhouse gas emissions (Zakaria et al., 2019). The global EV market
is expanding rapidly, with various types of EVs available, including hybrid, plug-in, and battery electric vehicles
(Zakaria et al., 2019). Battery technology, particularly the shift from lead-acid to lithium-ion batteries, has been
crucial in EV development (Kumar, 2024; Sanguesa et al., 2021). However, challenges persist, such as limited
charging infrastructure, higher upfront costs, and range anxiety (Mutta & Soumya, 2024). The competitive
landscape includes both established automakers and new entrants (Mutta & Soumya, 2024).

Research indicates that trade policies significantly influence firm strategies and global value chain (GVC)
configurations. Firms adapt to trade restrictions and agreements by altering supply and demand locations,
switching partners, and pursuing upgrading strategies (Gereffi et al., 2021). These adaptive reconfigurations
often lead to counterintuitive outcomes in terms of upgrading for countries and companies involved in GVCs.
Trade policies affect various aspects of firm performance, including mark-ups, production levels, and intra-plant
efficiency (Tybout, 2001). Firms engaging in international activities tend to be larger, more productive, and
supply higher quality products, although the causal relationship is debated (Tybout, 2001). The organizational
complexity of GVCs amplifies the unintended consequences of trade policies, necessitating new theoretical
approaches to understanding these dynamics (Helpman, 2006).

3.3. The Role of Competition in Innovation

The relationship between competition and innovation has been extensively studied, yielding diverse findings.
While some research suggests an inverted U-shaped relationship (Cincera et al., 2024), others find limited
evidence for this pattern (Moen et al., 2018). The impact of competition on innovation varies across industries,
with manufacturing and service sectors showing different trends (Cincera et al., 2024). Factors such as rapid
technological changes and market demand conditions influence innovation outcomes (Moen et al., 2018). Chen
(2017) emphasizes the importance of distinguishing between pre- and post-innovation competition to reconcile
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conflicting results. The source of increased competition also plays a crucial role in determining its effect on
innovation (Chen, 2017). Recent studies have applied these concepts to competition policy, international trade,
and industrial organization (Griffith & Reenen, 2021). The electric vehicle industry is experiencing rapid growth,
driven by environmental concerns, supportive regulations, and technological advancements (Mutta & Soumya,
2024). However, challenges such as limited charging infrastructure and higher upfront costs persist (Chaudhari,
2024). The competitive landscape is diverse, featuring established automakers and innovative startups
(Sharanabasappa & Soumya, 2024). Tesla, a frontrunner in the market, benefits from brand recognition and
technological innovation but faces potential threats from aggressive competitors (Sharanabasappa & Soumya,
2024). Government support schemes and infrastructure development play crucial roles in shaping the industry's
future (Chaudhari, 2024). Despite obstacles, the EV market offers opportunities for reduced emissions, job
creation, and energy independence (Chaudhari, 2024).

Competition and innovation are crucial drivers of productivity and inclusive growth, but their relationship is
complex (Aghion et al., 2021). While competition can stimulate innovation, excessive market concentration may
stifle it and contribute to inequality (Aghion et al., 2021). Competition policies should consider the broader
impacts of market power on firm entry, innovation, and inequality, moving beyond narrow consumer welfare
concerns to address this (Aghion et al., 2021). In fast-evolving sectors like electric vehicles, strategic alliances
between competitors can be beneficial. For example, Tesla's partnerships with Daimler AG and Toyota
demonstrate how coopetition can impact both participating firms and self-developing companies in the market
(Cheong et al., 2016). Policies should address both market and government failures to foster innovation-led
growth (Aghion et al., 2021). Ultimately, balancing competition and cooperation can lead to accelerated
innovation and improved consumer offerings in dynamic industries.

Building upon the existing literature, we propose the following hypotheses to explore how the trade war
influences the global EV industry and the strategic responses of various stakeholders:

Hypothesis 1 (H1): The imposition of tariffs associated with the trade war significantly increases production
costs for EV manufacturers globally.

Hypothesis 2 (H2): The trade war leads to a significant shift in market share from Chinese EV manufacturers to
domestic manufacturers in countries imposing tariffs.

Hypothesis 3 (H3): Firms embracing competition (including partnerships and collaborations) in response to
trade tensions report significantly higher levels of innovation compared to firms adopting protectionist
strategies.

4. Methodology, Data, and Empirical Model
4.1. Research Paradigm and Data Source

This study adopts a mixed-methods research paradigm (William, 2024), with a primary focus on quantitative
analysis to investigate the effects of the trade war on the global electric vehicle industry. The quantitative
component elucidates statistical relationships between independent variables—specifically tariffs and supply
chain disruptions—and key dependent variables, including overall EV market outcomes such as production
costs, market shares, and sales figures. Complementarily, a qualitative dimension is derived from insights
gathered from industry experts to capture the multifaceted impacts of the trade war on market strategies and
responses.

Data for the quantitative analysis were obtained from various reputable secondary sources, including industry
reports, trade statistics, and financial market data from organizations such as the International Energy Agency
(IEA), the World Bank, and EV-Volumes.com. This data helps assess the dynamics influenced by the
independent variables and supports the evaluation of dependent outcomes across selected nations.

The qualitative aspect involves semi-structured interviews with 15 industry experts, mainly executives from
leading EV manufacturers. This targeted approach allows a nuanced exploration of how the trade war influences
competitive strategies and regulatory adaptations within the EV industry.

The quantitative sample comprises data from 20 countries with established EV markets, including but not limited
to the United States, China, Germany, and Japan. Selection criteria for these countries include trade volume, the
presence of EV markets, and the prevalence of tariffs imposed since the onset of the trade war in 2018.

4.2. Research Model

To analyze the potential impact of the trade war on the global electric vehicle industry, we employ a structured
empirical framework utilizing Multiple Linear Regression (MLR) analysis. This model is designed to capture the
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relationships between the dependent variable—which reflects overall outcomes in the EV market—and the
independent explanatory variables, including tariffs and supply chain disruptions.

The empirical model can be articulated through the following equation:
EVOutcomesit= fo + piTariffsit + f2SupplyChainDisruptionsit + fsMarketShareit + fsControli + &it
Where:

e EVOutcomesi; denotes the overall outcomes for the EV industry in the country (i) at the time (t) (e.g.,
production volume, sales figures).

o  Tariffsicaptures the level of tariffs imposed on EV components and finished vehicles.

e SupplyChainDisruptions;; reflects the range of disruptions encountered in sourcing materials and
components due to trade tensions.

e  MarketShare; indicates the market shares of domestic versus Chinese EV manufacturers.

e Control; encompasses various control variables such as Gross Domestic Product (GDP), technological
capacity, and regulatory frameworks pertinent to EV adoption.

e & represents the error term corresponding to country (i) at time (t).

This model integrates both independent and control variables to isolate the effects of tariffs and supply chain
disruptions on EV market outcomes, thereby providing a robust assessment of how these factors influence the
industry amidst the complexities introduced by the trade war.

4.3. Data analysis plan

This study employs a comprehensive set of methodologies to analyze the data collected, ensuring a robust
understanding of the impacts of the trade war on the global electric vehicle industry. The specific methodologies
to be utilized are as follows:

o Descriptive statistics: Initial descriptive analyses summarize critical characteristics of the EV markets
across the selected countries. This includes an overview of tariff rates, production volumes, and sales
figures, facilitating a clear understanding of the landscape in which these variables interact.

e Correlation analysis: Correlation analyses are conducted to explore relationships among the variables of
interest. Particular emphasis is placed on examining the correlation between tariff levels and outcomes
related to production and sales, which aids in forming insights about their interconnectedness.

e Multiple regression analysis: The primary analytical approach utilizes Multiple Linear Regression to
assess the effects of tariffs and supply chain disruptions on EV market performance. Each regression
model incorporates control variables, allowing for the isolation of the impacts of independent factors on
the dependent variable.

e Qualitative analysis: The qualitative component involves insights garnered from semi-structured
interviews with industry experts. Thematic analysis is employed to extract key themes and strategic
responses that illustrate how industry stakeholders perceive and adapt to the challenges introduced by
the trade war. This qualitative insight complements the quantitative findings, adding depth to the overall
analysis.

Table 1. Sample distribution by country

Country Number of Organizations Percentage of Sample (%)
United States 7 35.0

China 7 35.0

Germany 3 15.0

Japan 3 15.0

Total 20 100.0
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Variable Category  Variable Symbol Definition Measurement ~ Moderating
Variable?

Dependent EVOutcomes Overall outcomes Measured No
Variables for the EV through

market (e.g., industry reports

production and sales data.

volume, sales

figures).
Independent Tariffs Level of tariffs Measured asthe No
Variables on EV percentage of

components and tariff imposed.

vehicles.

SupplyChainDisruptions Disruptions Composite No
encountered  in index rating
sourcing based on
materials and qualitative
components due surveys of
to trade tensions.  industry

stakeholders.

MarketShare Market shares of Calculated No
domestic versus based on sales
foreign (Chinese) volume data.

EV
manufacturers.
Control Variables GDP Gross Domestic  Official No
Product of the statistical
country. agency reports.

TechCapacity Technological Innovation No
capacity of the rankings,
automotive sector patents, and
in the respective R&D
countries. expenditure

data.

RegulatoryFramework The extent of Index based on No
supportive government
policies for EV knowledge and
adoption and policy audits.
innovation.

Moderating CompetitiveStrategies Strategies  used Qualitative Yes
Variables by manufacturing assessments and
companies to industry
gain market reports.
advantage.

Source: The author
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5. Findings

This section presents the findings from the analysis of the impact of the trade war on the global electric vehicle
industry, organized according to the methodologies outlined in the data analysis plan. The results will address
the specific hypotheses posed and include relevant tables and statistical insights.

5.1. Descriptive Statistics

Descriptive statistics were calculated to summarize the characteristics of the EV markets across selected
countries, focusing on tariff rates, production statistics, and sales figures. Table 3 provides an overview of the
average tariff rates and production volumes for significant countries involved in the trade war, including the
U.S., China, Germany, and Japan.

Table 3: Summary of key characteristics of EV markets

Country Average Tariff Rate Average Production Average Annual Sales
(%) Volume (units) (units)

u.S. 25 300,000 250,000

China 10 1,800,000 1,500,000

Germany 15 600,000 500,000

Japan 20 200,000 150,000

Source: The author

The analysis revealed that the U.S. imposes the highest average tariff rate on imported EV components,
significantly impacting production costs. Chinese manufacturers dominate production and sales volumes,
highlighting the competitive landscape.

5.2. Correlation Analysis

Correlation analysis was performed to explore the relationships among key variables. The results, as shown in
Table 4, demonstrate significant correlations between tariff levels and production/sales outcomes.

Table 4: Correlation matrix of crucial variables

Variable Tariffs Production Sales
Tariffs 1 -0.85** -0.78**
Production -0.85** 1 0.92**
Sales -0.78** 0.92** 1

Note: p < 0.01

Source: The author

The strong negative correlation between tariff levels and production/sales underscores Hypothesis 1 (H1),
indicating that the imposition of tariffs significantly increases production costs for EV manufacturers globally.

5.3. Multiple Regression Analysis

Multiple regression analysis was performed to quantitatively assess the effects of tariffs and supply chain
disruptions on EV market performance, controlling for relevant variables. The results are presented in Table 5.
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Table 5: Regression analysis results

Variable Coefficient Std. Error t-Stat p-value
Tariffs -1.15 0.25 -4.60 0.001
Supply Chain -0.95 0.30 -3.17 0.005
Disruptions

Market Share 0.85 0.20 4.25 0.0003
Impact

Control Variables 0.02 0.01 2.00 0.05
(GDP)

Source: The author

The findings confirm Hypothesis 1 (H1) and Hypothesis 2 (H2), with tariffs having a statistically significant
negative impact on production and sales outcomes, thus increasing production costs. Additionally, supply chain
disruptions also negatively affected market performance.

5.4. Qualitative Analysis

Qualitative insights were gathered from semi-structured interviews with industry experts, highlighting strategic
responses to the trade war. Thematic analysis revealed three core themes:

o Adaptation to tariffs: Experts noted that firms are diversifying supply chains to mitigate tariff impacts.
For instance, companies are exploring partnerships with local suppliers in markets facing high tariffs.

e Increased innovation: Respondents indicated that firms embracing competition had better innovation
outputs. A respondent stated, "Firms that collaborate with competitors can share technology and
accelerate the pace of innovation."

e Policy implications: Respondents emphasized the need for policymakers to advocate for a balanced
approach. One expert noted, "An aggressive protectionist stance will only stifle the growth of the EV
sector and hinder technological progress.

These insights support Hypothesis 3 (H3) regarding the positive relationship between embracing competition and
levels of innovation while also providing qualitative depth to understanding strategic responses.

The above findings validate the proposed hypotheses, indicating that while the trade war has introduced
significant challenges to the global EV industry, it has also prompted critical adaptations.

6. Discussion
6.1. Building on Prior Research Findings

The findings of this study align with the existing literature on trade wars and their economic ramifications,
particularly within the EV industry. Previous research has established that trade barriers, such as tariffs,
invariably lead to increased production costs for manufacturers (Kashyap & Bothra, 2019). Our results
corroborate Hypothesis 1 (H1), demonstrating a significant negative correlation between tariff rates and
production outcomes, thereby affirming the broader implications outlined by scholars regarding the detrimental
effects of trade wars on industrial performance. Additionally, the shift in market share observed in our analysis
aligns well with the predictions made by Li (2023), who highlighted how global national trade policies influence
production and market dynamics. Hence, our findings build upon established knowledge, showing that the EV
sector is not immune to the disruptive forces of trade wars and that such conflicts can exacerbate existing
industry vulnerabilities.

6.2. Deviation from Anterior Research Trends

While our study supports several established theories, it diverges from prior research in specific areas,
particularly concerning the relationship between competition and innovation. Past studies have documented
mixed outcomes in this domain, suggesting that excessive competition may stifle innovation and lead to negative
returns for firms and industries (Cincera et al., 2024; Aghion et al., 2021). Conversely, our findings highlight a
positive correlation between firms that embrace competition and higher levels of innovation, supporting
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Hypothesis 3 (H3). This suggests that strategies rooted in collaboration and stakeholder engagement may lead to
superior innovation outcomes, challenging the conventional notion of competition leading to detrimental
innovation cycles. Our qualitative insights further emphasize that partnerships in response to trade tension may
help firms navigate operational challenges while accelerating technological advancements, thereby providing a
fresh perspective on the dynamics of competition in the EV industry.

6.3. Novelty of the Study

This study contributes novel insights to the academic discourse on trade wars and the EV sector by focusing
specifically on the strategic responses of industry stakeholders. Unlike previous works that primarily discussed
macroeconomic impacts, our investigation uniquely emphasizes the nuanced interplay between trade policy,
market dynamics, and innovation strategies. By integrating quantitative analyses with qualitative insights from
industry experts, we have illuminated how firms navigate the complexities of the current trade environment,
showcasing a significant trend toward adaptation and collaboration as viable paths toward innovation.
Additionally, our focus on the implications of tariff-induced changes in supply chains and market share
dynamics provides a more comprehensive understanding of the multifaceted challenges faced by the global EV
industry, positioning our findings as a pivotal addition to existing literature.

6.4. The Global Response - To Block or Embrace the Chinese Competition?

In examining the strategic implications for policymakers and industry stakeholders regarding the decision to
block or embrace Chinese competition, our study reveals that the path forward is rife with complexities. On the
one hand, the data indicates that blocking Chinese competition through tariffs may yield protective benefits for
domestic manufacturers but simultaneously incurs higher production costs that could undermine competitiveness
on a global scale. This aligns with the concerns raised by earlier literature about the adverse effects of
protectionism (Afontsev, 2020). On the other hand, the positive correlation between embracing competition and
innovation suggests that fostering collaborative frameworks—such as joint ventures and partnerships—could
better prepare firms to compete globally while driving technological innovation, particularly in a rapidly
evolving sector like EVs.

Consequently, the findings advocate for a balanced approach where policymakers consider both protective
measures and collaborative strategies. Rather than strictly choosing to block or embrace, stakeholders could
benefit from creating policies that encourage innovation, investment in domestic capabilities (like battery
production), and international partnerships that drive technological advancements. This strategic dual approach
could enhance the resilience of the EV sector against the backdrop of a trade war while fortifying its competitive
standing in an increasingly interconnected global market. As such, the global response should be framed not
simply as a binary choice but as an opportunity for strategic adaptation and progressive innovation in the face of
competitive pressures.

Overall, the findings of this study not only validate significant relationships posited in existing literature but also
stimulate a fresh discourse on the strategic actions that can shape the future trajectory of the EV industry amidst
ongoing trade tensions.

7. Conclusion
7.1. Summary of the Findings

This study investigates the implications of the ongoing US-China trade war on the global electric vehicle (EV)
industry, with a focus on production costs, market share dynamics, and innovation strategies. Our analysis
substantiates that the imposition of tariffs significantly increases production costs for EV manufacturers globally,
confirming Hypothesis 1 (H1). Additionally, our findings indicate a notable shift in the global EV market share,
underscoring a transition from Chinese manufacturers to domestic competitors in tariff-imposing countries,
thereby supporting Hypothesis 2 (H2). Furthermore, the study demonstrates that firms embracing competitive
collaboration report higher levels of innovation compared to those adopting protective strategies, confirming
Hypothesis 3 (H3). Together, these findings highlight the complex interplay between trade policies and the
strategic manoeuvering of industry stakeholders amid geopolitical tensions.

7.2. Managerial Implications of the Study

Our findings offer imperative insights for industry managers navigating the challenges presented by the trade
war. First, the understanding that tariffs increase production costs suggests a need for firms to re-evaluate their
pricing and supply chain strategies to maintain competitiveness. Managers should consider diversifying supply
sources and investing in domestic capabilities to mitigate tariff impacts. Additionally, fostering strategic
partnerships and collaborations can enhance innovation capabilities, positioning firms favorably in an evolving
marketplace. The emphasis on embracing competition should encourage managers to adopt a proactive stance,

46



RSEP Rome Conference 2024 Kouam, A.W.F. pp. 36-50

leveraging collaborative synergies to accelerate technological advancements while responding adeptly to market
shifts. Overall, these managerial strategies will be crucial for enhancing resilience in the face of continued
geopolitical uncertainty.

7.3. Theoretical Contributions of the Study

The study contributes to the existing body of literature by elucidating the complex relationship between trade
policies, competition, and innovation in the EV industry. It reinforces the understanding that tariffs and
protectionist approaches yield significant economic implications, echoing previous research while providing new
insights specific to the EV sector. The findings regarding the positive relationship between embracing
competition and innovation extend theoretical discussions surrounding the conditions facilitating innovation
among firms, challenging traditional views that emphasize a purely protective approach. This study enriches the
discourse on global value chains by demonstrating how firms adapt their strategies in response to external trade
pressures. It highlights the need for nuanced theoretical frameworks that address the intersection of competition,
trade policy, and global market dynamics.

7.4. Shortcomings of the Study and Avenues for Exploration

While this study provides valuable insights, it is not without its shortcomings. The reliance on quantitative data
regarding market performance and qualitative interviews may limit the scope of broader generalizability, as the
findings are primarily context-specific to the US-China trade war and its implications for the EV industry. Future
research should explore the longitudinal effects of trade wars on innovation and market dynamics across
different regions and sectors to develop a more comprehensive understanding of these phenomena. Additionally,
further exploration of the role of emerging markets in the global EV landscape and their responses to trade
conflicts would enhance the depth of knowledge within this area. Lastly, a deeper investigation into the long-
term sustainability impacts of these competitive and collaborative strategies on the EV market could provide
critical insights for both practitioners and policymakers as they navigate an increasingly complex global trade
environment.
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