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Abstract

The ongoing trade war between the United States and China has created significant
uncertainties in global production networks and supply chains, forcing multinational
corporations to rethink and adapt their strategies in response to an increasingly unstable
geopolitical landscape. This thesis investigates how two leading American technology
companies, Apple and Hewlett Packard (HP), have responded to these challenges. Using a
qualitative case study approach based on Global Value Chain Theory, Transaction Cost
Theory, and Risk Management frameworks, this study concludes that both companies
acknowledge the significant risks resulting from the increasing trade tensions and are actively
planning and performing diversification efforts beyond China. However, despite these efforts,

HP and Apple are still deeply dependent on the Chinese manufacturing network.

Additionally, this thesis highlights the realities and practical limitations the MNCs face when
attempting to diversify its global production operations, along with decoupling from “the
world's factory”, China. The findings show that in today’s volatile global economy, strategic
flexibility and resilience are essential, but the actual implementation does not come without

challenges.
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1. Introduction

1.1 Background

In order to survive in an increasingly competitive globalised world, multinational
corporations have found it beneficial to expand operations abroad because it reduces costs,
improves efficiency and increases business opportunities. By crossborder investments, firms
can reduce production costs and gain new knowledge to strengthen their competitive

advantage. (Cavusgil et al., 2019, pp.529-530)

However, the crossborder investments have led to a complexity of global value chains. As
firms become more reliant on complicated geographically dispersed production networks,
they are increasingly exposed to risks associated with fluctuations in trade policies, economic
protectionism and geopolitical tensions. Sudden changes in tariffs, trade restrictions or
diplomatic conflicts can disrupt supply chains, increase costs and force companies to
reconsider their global supply chain strategies (Lotus Container, 2023). In recent years, the
rise of nationalism has further intensified these challenges, as governments have imposed
trade restrictions aimed at deglobalisation. This has created uncertainty in the global supply

chain and is forcing firms to reconsider their global operational strategies (Witt et. al., 2019).

A clear example of this vulnerability can be seen in the U.S.-China trade war, where rising
tariffs and escalating tensions directly impacted trade flows between the two countries. In
recent years, global trade has undergone a significant shift due to tensions between the
world’s two largest economies, the United States and China. China opened its markets in the
late 1970’s which implied that China began to liberalise its economy by allowing foreign
direct investments (FDIs) and focusing on export driven growth. By the mid 2000s China had
become the United State’s largest source of imports and by 2015 trade volumes had increased
further and China had exceeded the European Union and Japan to become the largest exporter
to the U.S. market. The trade had resulted in economic benefits, however, concerns over
China’s fast economic rise and trade practices led to an increase in protectionist measures in
the U.S. which led to tensions between the countries. The U.S.-China trade war formally
began on March 8 in 2018 when the Trump Administrations imposed tariffs on steel and

aluminium imports from different countries, including China. (BBC, 23/8-2018)



The volume of the U.S. imports of trade goods from China reached its peak of $538.51
billion in 2018. This was mostly driven by strong economic growth and the globalisation of
supply chains, with China remaining a key supplier of goods to the United States. However,
the imports dropped significantly in 2019 to $449.11 billion, due to the trade war between the
two countries (Statista, 2025).

1.2 Introduction of Apple and Hewlett Packard

This study focuses on two major American multinational corporations (MNCs) in the global
technology industry: Apple and Hewlett Packard (HP). Both companies have long been
dependent on manufacturing operations in China. Their dependence makes them highly
relevant case studies for analysing supply chain vulnerabilities and strategic responses to

geopolitical risks, such as the U.S.-China trade war.

1.2.1 Apple

Apple is a globally leading American technology company, founded in 1976 (Beattie, 2025).
It is best known for its premium consumer electronic products, including the iPhone, Mac and
Apple Watch. (Apple, n.d). In Apple’s Q4 earnings report for fiscal year 2024, Apple reported
a record revenue of 94.9 billion US dollars which underscores the company’s global scale and
financial dominance. A large portion of Apple’s products are manufactured in China, where
the company has built a complex network of suppliers. Approximately 80% of Apple’s
production capacity comes from China which shows the strong reliance on the country

regarding its manufacturing operations. (Kharpal, 2025)

1.2.2 Hewlett Packard

Hewlett Packard (HP) is also a leading company within the tech industry founded in 1939. It
is mainly known for its personal computers, printers and business solutions. As of Q4 2024,
HP held a 21.3% share of the global PC market, making it the world’s second largest PC
manufacturer after Lenovo (Alsop, 2024). In the same period, HP reported a net revenue of

53.6 billion dollars which shows the company’s global presence and operational scale. (HP,



2024). Similar to Apple, HP is also relying on China as a key manufacturing hub for its

global operation which exposes the company to geopolitical risks. .

1.3 Problem Discussion

As outlined in the background, globalisation has allowed MNCs to build complex and
geographically dispersed value chains. While this has improved efficiency and reduced costs,
it has also made firms more vulnerable to risks from geopolitical tensions, like the
U.S.-China trade war. These tensions may influence companies’ strategic decisions, including
sourcing and manufacturing. While geopolitical conflicts between major countries have the
potential to reshape global production landscapes, the implications are complex and vary
across industries and firms. However, moving the production from China is not a simple
decision, since China offers both cost advantages, large-scale production capabilities, a well
established network of suppliers and experience within advanced manufacturing. (World

Economic Forum, 2023)

Apple and HP, two leading and globalised American companies in the technology industry,
are significantly affected by the consequences of the trade war. By studying how these
companies have responded, it can reveal broader patterns in how MNCs adapt to geopolitical
uncertainties. Understanding the changes in global supply chains is relevant because it does
not only affect individual companies, but also might shape the future of global trade. It helps
to understand how businesses handle risks, stay competitive and how companies plan their

strategies in a world influenced by uncertainties.

1.4 Purpose of Study

This study will explore how American MNCs are responding to the geopolitical tensions
arising from the U.S.-China trade war, with a particular focus on supply chain restructuring of
their manufacturing operations. By examining the cases of Apple and HP, the research aims
to highlight how these firms manage rising geopolitical risks and uncertainties. It will also

assess how they adapt their operational strategies and reconfigure supply networks to enhance



resilience, maintain competitiveness, and reduce dependency on China in an increasingly

unstable global trade environment.

1.5 Research question

“How have American multinational corporations (MNCs) responded to the U.S.-China trade
war in terms of restructuring of global production?” - A case study of Apple and Hewlett
Packard

1.6 Delimitation of Study

To make the analysis as carefully described as possible some delimitations have been made.
The U.S.-China trade war officially began in early 2018, and this thesis delimits its timeframe
to developments occurring between 2018 and the period immediately preceding the United
States President Donald Trump’s announcement of a new list of proposed tariffs in the
beginning of April 2025 on Liberation day. In terms of geographical delimitation, the study
will concentrate on China and the United states, as they are primary actors in the trade war.
While other industries and companies have been affected and experienced similar impacts,
the study is delimited to American multinationals operating in the tech industry with
particular focus on Apple and HP. These companies were selected because a large part of
their manufacturing is located in China with complex globalised supply chains which make
them relevant to study. Furthermore, the analysis is solely based on secondary data and no

primary data.

1.7 Previous Research

While the U.S.- China trade war has received a lot of attention in previous literature, it has
mainly focussed on macroeconomic consequences, effects on Global Value Chains (GVC)
and financial market reactions to the tradewar. For example Itakura (2019) and Felbermayr
(2019) use models to investigate how tariffs affect GDP, productivity and investments in both
the U.S. and China. Their conclusions show that the trade war led to economic losses,
especially for certain sectors that depend heavily on intermediate goods and global supply

networks. Furthermore the GVC structure is considered to play a crucial role in how different



countries are affected. Similarly Huang. al (2023) also highlights the negative financial

effects due to increased tariffs.

Although these studies give valuable insight into the macroeconomic and financial effects of
the trade war, they do not investigate how MNCs have strategically responded to the
disruptions. In other words there is limited studies of how firms have adjusted their supply
chains due to the trade war. This study addresses this gap by providing a firm level analysis
based on two MNCs in the tech industry, HP and Apple. This will complement already
existing macroeconomic and financial research and will provide a better understanding of

strategic behaviour in times influenced by geopolitical uncertainty.
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2. Definitions

This section provides key definitions and explanations of some risks associated with global
operations which can occur and affect firms during events like the U.S.-China trade war. This
definition chapter is intended to strengthen the connections between the theoretical

framework and empirical findings presented later in this study.

2.1 Risks in Global Operations

2.1.1 Geopolitical & Country Risk

Geopolitical risk refers to the uncertainty and instability that arise from political tensions,
policy changes, or conflicts between countries, which can disrupt international trade (ECB,
2025). For multinational corporations, geopolitical risks represent a major external challenge
as it often leads to sudden changes in the business environment. A single geopolitical event,
such as imposition of tariffs, can force companies to relocate their production facilities,

renegotiate contracts or even exit some markets altogether. (Vortherms & Zhang, 2024).

Country risk is defined as exposure to potential loss or adverse effects on company operations
and profitability caused by developments in a country’s political and/or legal environments.
These risks can be political, economic or related to the social environment which can affect
the company’s operations somehow. Government intervention, protectionism and barriers to

trade are particularly notable in international business. (Cavusgil et al., 2019, p.184).

2.1.2 Trade Wars & Political Risk

A trade war refers to an economic conflict between two or more countries in which each side
imposes trade barriers, such as tariffs, import quotas or other restrictions, against each other.
The primary intention is often to protect domestic industries and the country’s own economy,
as a form of protectionism, while it can also be a method of political pressure. Trade wars
between countries can affect and disrupt global supply chains, leading to increased costs,

logistical challenges and shifts in production strategies. (Corporate Finance Institute, n.d)
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The political risks refer to the negative effects on a company’s operations and profits caused
by changes in the political, legal or economic environment in a foreign country. This includes
challenges MNCs face due to changes in a country’s political environment that may affect the
operations and profitability. A political risk could be the imposition of tariffs, when a country
imposes high tariffs on imports from another country, companies that depend on cross border

trade face increased costs and potential supply chain disruptions. (Cavusgil et al., 2019, p.45)

2.1.3 Globalisation

Globalisation implies an increasing interdependence of the world’s economies, cultures and
populations. As a consequence of globalisation, companies have offshored parts of their
supply chains to benefit from cost savings and access resources. However, the increasing
interdependence also creates vulnerabilities. Offshoring can reduce control over production
processes and make companies more affected by geopolitical instability in foreign countries.
When it comes to geopolitical tensions, this dependence on another country can have
negative effects on the company’s operations abroad. (Peterson Institute for International

Economics, 2024)

2.2 Definition of Liberation Day

“Liberation Day”, as mentioned in the delimitation section, refers specifically to April 2,
2025, the day President Donald Trump of the United States announced the most extensive
tariff rise since the Smoot Hawley Act of 1930. On this day, the U.S. government stated a
universal 10 percent tariff on all imported goods, with additional tariffs targeting specific
countries and sectors to follow shortly after (Harithas, Meng, et. al., 2025). This study is
delimited to end right before the “Liberation Day”, as this major event marked a fundamental
shift in U.S. trade policy. The tariffs announced on that day changed and affected the whole

policy landscape, making it a natural boundary for this research.
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3. Theoretical Framework

This chapter outlines the theoretical frameworks applied in this research to analyse global
supply chain dynamics. It also includes the various risks that MNCs encounter in managing
global supply chains. Finally, this chapter will discuss the strategies firms use to identify,

mitigate and adapt to these risks.

3.1 Global Value Chain Theory

In today’s interconnected global economy, MNCs production processes are not taking place
in solely one single country. Instead, they are distributed across different firms and countries,
forming what are known as Global Value Chains (GVCs). A value chain encompasses all the
activities involved in bringing a product from its initial conception to its final delivery to the
customer. A single product is often a result of manufacturing and assembly in multiple
countries over the world, where each step in the process is adding value to the end product.

(World Bank, n.d)

The rise of globalisation has enabled firms to distribute and strategically locate their
operations in countries with favourable cost advantages, specialised skills, logistical benefits
or located close to the sourcing of resources (Cavusgil et al., 2019, p.64). This development
has improved efficiency and competitiveness but also created interdependence on other
countries and international trade systems. A firm’s position within these GVCs determine its
access to markets, profitability but at the same time increase the risks of exposure to

geopolitical tensions like the U.S.-China trade war. (World Bank, n.d)

Understanding the GVC framework is essential for this study, since it provides a structured
framework to analyse how MNCs are affected by external shocks such as trade wars. By
mapping the different stages of value creation and their geographic distribution, the
framework enables a general understanding of potential vulnerabilities within global value
chains. The analysis can also support strategic decisions like nearshoring, reshoring, or
diversification, all of which aim to strengthen supply chain resilience and mitigate risk.

(Xing, 2022 , pp.311, 312)
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In the context of the U.S.-China trade war, a GVC analysis enables firms to understand which
activities are located in politically sensitive regions and are therefore more vulnerable to
disruption. For instance, firms that heavily depend on Chinese manufacturing may face
increased costs, delays, or strategic uncertainty when tariffs are imposed. These disruptions

can affect the entire value chain, from production to delivery.

3.1.1 Geopolitical Risk in the Global Value Chains

GVCs have long been recognised for improving economic efficiency and generating
substantial benefits for firms worldwide, particularly those in developing countries. However,
this globally dispersed structure also introduces firms to significant vulnerabilities. As value
chains become more spread across multiple countries, their exposure to external shocks

increases substantially. (Xing, 2022 , pp.311, 312)

One of the most prominent examples of such geopolitical risk affecting GVCs are trade wars.
The imposition of tariffs and export restrictions can raise the cost of sourcing and assembling
goods, as it increases global uncertainty regarding the stability of international trade relations.
The U.S.-China trade war along with the Covid-19 pandemic highlighted the fragility of
global production systems. Lockdowns, restrictions on the movement of labor and goods at
the same time factory shutdowns disrupted production continuity, causing concerns about the

reliability of GVCs. (Xing, 2022 , pp.311, 312)

3.1.2 Critique Against Global Value Chain Theory

Although the GVC Theory is widely adopted as a framework for understanding how MNCs
structure and distribute their operations globally, there are some critiques against the theory

that highlight some important limitations that should be considered.

A significant critique of the existing GVC research is its narrow focus on trade data. As noted
by the World Bank (n.d., pp.32, 33) this is mostly because of the availability of aggregate
trade statistics and countries’ input-output tables. However, while trade data is the most
accessible, it captures only a piece of the complex dynamics within GVCs. Global Value
Chains also involve the cross border movements of capital, knowledge, people, etc., which

are factors that might be overlooked. (World Bank, n.d, pp.32, 33)
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Additionally, recent developments in the global economy have raised critical concerns about
the continued relevance of the GVC framework. According to the World Bank (n.d., p.33),
participation in GVC has declined since the financial crisis 2008 and has not returned to the
same high level as before the crisis, due to for example rising geopolitical tensions, reshoring
and local sourcing. This shift might challenge the assumption of the framework, that
production will continue to expand globally, and affect that the framework might no longer
fully capture the current realities of global production networks. This might potentially limit
the framework's usefulness for analysing supply chain strategies in today’s more complex

business environment. (World Bank, n.d, pp.32, 33)

3.2 Transaction Cost Theory

Another framework that will be used in this study is the Transaction Cost Theory (TCT),
developed by Oliver Williamsson 1979. The TCT is a framework for analysing how
companies structure their operations and decide whether to perform activities inhouse
(internalisation) or outsource them to external suppliers (externalise). Transaction costs
related to the externalisation of activities, include costs of finding the right suppliers,
negotiating costs, monitoring performance and ensuring that agreements are followed. When
transaction costs are high, a company may find it more efficient to internalize the activity
rather than outsourcing. While when the transaction costs are low, outsourcing the activity to

an external supplier may be more cost effective and flexible. (Zhu, 2024, p.3217-3219)

The TCT helps to explain the responses of MNCs to external shocks, such as geopolitical
tensions. Due to the U.S.-China trade war, American MNCs face increased uncertainty and
increased costs due to supply chain disruptions. The companies must weigh the cost of
maintaining activities in China against costs of relocating these activities. TCT provides a
relevant framework in explaining how businesses try to find the most efficient way to manage

their supply chains during a time influenced by uncertainties.
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3.3 Risk Management

Research highlights the importance of structured risk management in order to cope with the
risks mentioned in the definition section 2. Many companies have started to introduce
political risk in their risk planning. This includes doing checks on how risks can impact their
business and tracking political changes. These actions help companies to be more prepared

when dealing with geopolitical uncertainties. (EY-Parthenon, 2021)

In order to manage risks, there are various ways for companies to deal with risks related to

geopolitical tensions. Below are some of the approaches:

3.3.1 Strategic Flexibility & Diversification of Suppliers

Strategic flexibility refers to a firm’s ability to adapt rapidly and effectively to unexpected
changes in the external environment. The ability of being strategically flexible has become
increasingly important as geopolitical tensions today have become more frequent and
unpredictable. For MNCs, strategic flexibility is not only a competitive advantage but is
viewed more as a necessity, since it enables firms to restructure operations, shift production
strategies, or even relocate production when facing for example political or economic shocks.
Strategic flexibility supports long-term resilience and allows businesses to maintain

continuity and stability in an uncertain global business landscape. (Dunn, 2023)

One key component of strategic flexibility is the firms’ ability to diversify its suppliers. By
spreading out sourcing and manufacturing operations across multiple countries or regions,
companies can reduce overreliance on single nations, especially those with high geopolitical
risk, like China due to the U.S.-China trade war. Diversifying suppliers might improves

a firm’s ability to manage disruptions, as operations are less likely to be affected by trade
restrictions, tariffs, or other disruptions (Larsen, 2024). According to Miller (1992), such
diversification enhances a company’s capacity to respond to volatility and change, helping
firms remain agile and responsive. This strategic approach supports operational continuity
and strengthens the broader risk management framework by distributing exposure across

different political, economic, and logistical environments.
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3.3.2 Deglobalisation & Protectionism

Deglobalisation is the process of reducing interdependence and integration between
countries, specially in terms of trade and global supply chains. It represents a shift away from
the globalisation trend that has dominated the world economy. Instead of increasing
international cooperation and interconnectedness. Countries and companies are taking steps
to reduce cross-border dependencies and regain control over domestic production and
operations. This shift has been driven by rising geopolitical tensions, such as trade wars,
along with other uncertainties in the global economic landscape, firms are reconsidering their

global strategies. (Cavusgil et al., 2019, p. 86)

Protectionism is a form of deglobalisation and can strongly be connected to the U.S.-China
trade war, since the countries are imposing tariffs against each other to protect their domestic
production. Protectionism is one of the most common forms of government intervention in
international business. It involves national policies aimed at limiting free trade and protecting
domestic industries from foreign competition. The underlying goal is to strengthen local
economies by supporting national production, preserving jobs and reducing reliance on
foreign markets. There are various types of protectionism a country's government can use,

such as tariffs and nontariff trade barriers like quotas (Cavusgil et al., 2019, p.213).

3.3.3 China+1 Strategy

The China+1 strategy is a global manufacturing and supply chain diversification approach in
which companies reduce their dependence on China by expanding production into at least
one additional country. Instead of completely relocating all the manufacturing operations
away from China, firms move some parts of the production to new locations, allowing for
continued presence in China while mitigating risks and improving supply chain resilience.

(DHL, 2024)

This diversification approach was initially driven by rising labor costs in China in the early
2000s, prompting firms to explore more cost effective manufacturing alternatives. However,
the strategy has accelerated due to growing geopolitical tensions, such as the U.S.- China

trade war and other supply chain disruptions. As a result, many firms have started to explore
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opportunities in Southeast Asia, particularly in countries like Vietnam, India and Thailand to

build more diversified and cost effective supply chains. (Strategic Risk , 2024, p.1)

3.3.4 Reshoring

Another way that firms manage risks related to geopolitical tensions is through reshoring.
This is the process of bringing parts of the value chain, like sourcing or production back to
the home country. Reshoring is a way for firms to reduce exposure to international
uncertainty at the same time as it promotes domestic production. The imposition of tariffs and
political tensions have increased the vulnerabilities of being dependent on foreign production,
particularly in China. As a result, companies increasingly seek to regain control over their
supply chains and reduce exposure to increased tariffs at the same time as they improve their

supply chain responsiveness. (Cavusgil et al., 2019, pp. 416 -417).

3.3.5 Nearshoring

Nearshoring is a strategic approach similar to reshoring, where companies relocate parts of
their supply chain activities closer to the home market, rather than reshoring them
completely. This typically involves moving activities to neighboring countries, often those
that share borders or cultural similarities with the home country, which can for instance
simplify communication and logistics (Cavusgil et al.,, 2019, p. 417). One of the key
advantages of nearshoring is its ability to strike a balance between cost reduction and
operational responsiveness. Furthermore, nearshoring enhances the ability for the firm to gain
more control over the operations and exposure to risks associated with long-distance global

supply chains. (Nguyen, 2024)

3.3.6 Supply Chain Resilience

In today’s global trade environment, disruptions have become increasingly common which
creates significant risks to international business operations. One effective way to mitigate
these risks is by strengthening supply chain resilience. Within the context of global value
chains, supply chain resilience refers to a firm’s ability to anticipate, adapt to and recover
from disruptions while maintaining continuity in its operations. Building resilience requires
firms to include key capabilities like flexibility, contingency planning, visibility and
collaborative partnerships. In response to recent geopolitical disruptions, such as the

Covid-19 pandemic and the U.S.-China trade war, supply chain resilience has emerged as a
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critical part of a firm's risk management in international business. As companies rethink their
global value chain strategies, resilience is increasingly not seen as a cost, but as a strategic

investment necessary for long term stability and competitiveness. (Krantz et. al. , 2024)
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4. Method

This chapter describes the methodology applied to guide the research process. It begins by
presenting the research design and explains the case study approach, including the specific
type applied and its relevance to the research question. The chapter includes how data were
collected and analysed through thematic analysis and coding. Finally, the chapter addresses

the trustworthiness of the research and data findings.

4.1 Research Design

This study adopts a qualitative approach, a research strategy that emphasizes words rather
than numbers in the collection and analysis of data. Furthermore it explores and provides a
deeper insight into real world problems (Tenny, Brannan, & Brannan, 2022). A qualitative
research is suited for this study since the research question is of exploratory characteristics.
The focus is to analyse how certain decisions have been made by multinationals as a response
to the trade war. This implies understanding the reasoning, decision making and adaptations

of companies and therefore a qualitative approach is appropriate. (Bell et.al., 2018, p. 518)

4.1.1 Deductive vs Inductive

Inductive and deductive research approaches investigate how theory and empirical research is
linked. A deductive research approach starts with already existing theories and tests them
through empirical investigation. In contrast, an inductive research approach starts from
empirical observations in which patterns and insights are drawn to develop theories (Bell
et.al., 2018, p. 20). An inductive strategy of linking data with theory is typically associated
with qualitative research, where the aim is to explore and understand complex real-world
events, such as the effects of the trade war rather than to test predefined hypotheses (Bell
et.al., 2018, p. 518).

This research adopts an inductive approach, as it aims to explore how two American MNCs
have responded to the ongoing U.S.-China trade war. Rather than testing a predefined theory,
the study is based on secondary data to identify patterns and generate insights into how firms
adapt their strategies under geopolitical pressure. An inductive approach is particularly

appropriate in this context, as it allows for a deeper interpretation of decision making
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processes and supply chain adjustments, where context specific understanding is crucial.

(Bell et.al., 2018, p. 518).

4.2 Case Study Approach

4.2.1 Descriptive Case Study

Case studies can be classified into two main types: explanatory or descriptive. Explanatory
case studies seek to explore why something happens, when there is only limited information
available (George & Merkus, 2025, p.1). A descriptive case study, on the other hand, allows
for an in depth exploration of a subject to gain detailed insight into the event, and to compare

instances to determine patterns, differences or similarities (Monash University, n.d, p.1).

To explore the impact of the U.S.-China trade war on global supply chains, this study adopts
a case study methodology, focusing on two major American MNCs within the technology
industry. The research is based on a descriptive case study approach, which is a method
particularly suitable for analysing complex dynamics that cannot be fully captured
quantifiable through numerical data, offering deeper insight into how firms adapt to

geopolitical disruptions (Nguyen et.al., 2020, p.2).

While limited access to key decision-makers at multinational corporations like Apple and HP
posed a practical challenge for gathering primary data, this was not the sole reason behind the

chosen methodology.

4.3 Data Collection

4.3.1 Secondary Data

This study relies exclusively on secondary data. Although limited access to key decision
makers at the multinational corporations, Apple and HP, presented a practical challenge for
conducting research based on primary data, this was not the only reason for the chosen
methodology. A key advantage with using secondary data is that it provides accessibility to
large, diverse and systematically collected datasets. These datasets are often collected by
reputable organisations using strict methods, which ensures data of high quality. (Bell et.al.,

2018, pp. 296-297). When it comes to information about Apple and HP, there is a large
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amount of data available about the two companies and their strategic responses to the
U.S.-China trade war. These companies have been well analysed and studied in media and
academic research, which makes them suitable for a study that is relying on secondary data.
Furthermore, using already existing data can maximize utility and prevent unnecessary
duplication of research efforts which allows the study to further build on and contribute to

existing knowledge. (Tate & Happ, 2018, p.310; Wickham, 2019, p.398)

The secondary data for this research is found from a diverse range of sources, including
academic articles, industry reports, corporate analyses and news articles from both China and
the United States. These sources were retrieved using a combination of academic databases;
Google Scholar, Web Of Science, and the Online Library belonging to the University of
Gothenburg. Additionally general web searches via Google were conducted. Keywords
included “U.S.-China trade war”, “Apple supply chain”, “production relocation, Apple and

HP” etc. When selecting relevant articles, the following criterias were used:

1. The article should be written within a certain timeframe, in this case 2018 - beginning
of April 2025, in order for the information to be relevant for the specific event.

2. Articles from both China’s and the United States perspectives.

3. Only sources directly related to supply chain strategy and geopolitical adaptation were

included

In total, 57 secondary sources were read and reviewed to find suitable information aligned
with the research question. Out of these 36 were included in the empirical chapter, the
remaining sources did not meet the three criterias mentioned above. The selection process has
therefore been carefully planned and detailed. We spent a lot of time and effort identifying
material that is both of high quality and related to the purpose of the study.

4.4 Data Analysis

Data analysis involves the process of collecting, examining and interpreting all the data, in
order to identify patterns and draw meaningful conclusions. Thematic analysis was used to
identify, analyse and interpret recurring patterns within the data. Since this study relies on

secondary data and seeks to explore how multinational companies such as Apple and HP
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have responded to global trade tensions, thematic analysis is the most suitable approach. It
enables the identification of key patterns and links them to the research question. (Bell et.al.,

2018, p. 519)

4.4.1 Coding Qualitative Data

Coding is an important step in qualitative data analysis that involves systematically
underlining relevant phrases, sentences and paragraphs that are relevant for the purpose of the
study. The underlined phrase should then be described by a code, typically a keyword or short
descriptions that summarise the content of the segment. Once the data has been coded, the
codes are categorised by grouping similar ones together, making it easier to identify patterns,
relationships and trends within the data. Since this study is based on secondary data, coding is
a relevant method because it allows for organizing and interpreting the data that is collected.

(Delve, n.d.).

For this study selected sources were imported into Excel and were assigned different codes
based on direct quotes and central messages from each source. Examples of codes include
“relocation of production”, “risk management” and “attractiveness of China”. These codes
were then translated into broader themes which formed the framework for empirical findings.
This process made it easier to organise the data and to identify patterns along the sources.

The coding schedule can be found in the appendix.

4.4 Trustworthiness

Qualitative research is evaluated using different criteria than those applied to quantitative
research. While quantitative studies are typically assessed in terms of reliability and validity,
qualitative research are instead evaluated based on trustworthiness (Bell et.al. 2018, p.363).
Meaning that it is important to ensure that the findings in the research are reliable (Jansen,
2025). Trustworthiness is further divided into four criterias that are important to evaluate
when performing a qualitative research; Credibility, Transferability, Dependability and
Confirmability. (Bell et.al., 2018, p.48).
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4.4.1 Credibility

Credibility makes sure that the data collected are reliable and accurately represent the subject
that is being studied. It ensures that the findings reflect the sources’ perspectives and facts,
and not the researcher’s assumptions (Bell et.al., 2018, p.362). To ensure credibility, the
empirical findings are based on a broad range of sources, including academic articles,
industry reports, corporate analyses and newspaper articles. In order to identify patterns,
coding and thematisation was applied. Moreover, the sources are clearly referenced which

allow the readers to review their reliability.

4.4.2 Transferability

Transferability addresses the extent to which the findings are transferable and can therefore
be applied to other situations or contexts. It depends on the reader’s ability to determine the
relevance of the findings based on the information provided by the researcher (Bell et.al.,
2018, p.363). Since the study focuses on two MNCs, Apple and HP, the results may not be
applied to all companies but the findings can still be insightful for other MNCs facing similar

geopolitical challenges.

4.4.3 Dependability

Dependability focuses on the consistency and transparency of the research process, meaning
that if the study were conducted twice or more, it would still be consistent (Jansen, 2025). It
demonstrates that the qualitative research is trustworthy (Bell et.al., 2018, p. 363). This study
ensures dependability because it clearly outlines the methodology chapter in sections. This

enables the reader to follow a logic and evaluate the reliability of the approach.

4.4.4 Confirmability

Confirmability in qualitative research ensures that the findings collected are shaped by the
empirical data only. Meaning that it evaluates the trustworthiness by making sure that the
findings are unbiased and unaffected by the researcher’s own opinions (Bell et.al., 2018,
p.362). To ensure confirmability in the study, we have aimed to maintain an objective tone
throughout the empirical chapter and analysis. All interpretations have been grounded in the

empirical data and speculative conclusions have been avoided.
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4.5 Use of Al

Al, specifically ChatGPT, has been used to a limited extent throughout this study. Al has
been used as an inspiration when finding suitable theoretical frameworks and for interpreting
certain words and sentences in different academic articles. Additionally it has been used in
order to improve sentence structure along with writing the sources in the right structure to the
reference list. However, Al has only been used as a supportive tool for writing and

inspiration.

4.6 Limitations

While the use of secondary data offers several advantages in terms of accessibility, scope and
efficiency, it is important to acknowledge certain limitations. One key limitation of using
secondary data is the lack of control over how the data was originally collected or interpreted.
Which may result in variations in quality in the data collection, where it is extra important to
critically evaluate the credibility and context of each source before integrating it into the

analysis.

Additionally, the analysis includes a variety of sources from both an American and Chinese
perspective from various news articles as well as corporate documents. However, there is still
a risk of biased interpretations due to differences in media framing and data availability,
which requires critical assessment when integrating such sources into the study. By using
sources from both sides, the study aims to avoid a one sided perspective and provide a more

balanced view.
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5. Empirical Data

This chapter presents the empirical material collected to explore how American MNCs,
specifically Apple and HP, have responded to the U.S.-China trade war in terms of global
supply chain restructuring. The empirical findings are interpreted through a qualitative
analysis of newspaper articles, corporate reports and academic articles. The data has been
coded and categorised in order to find patterns and themes. Each theme is supported by
examples and quotes from the data that highlights how the companies’ global operations

have been affected by the U.S.-China trade war.

5.1 Theme 1: Perception of the U.S.-China Trade War

The U.S.-China trade war has truly become an external factor influencing the strategic
decisions of the two MNCs, Apple and HP. Both companies publicly recognise the trade war

as a global risk.

In Apple’s 2024 annual report, the company highlights how international trade restrictions,
particularly tariffs and export controls, can have adverse effects on both business

performance and supply chain continuity. As Apple states:

Restrictions on international trade, such as tariffs and other controls on imports
or exports of goods/...] can materially adversely affect the Company’s business
and supply chain/...]For example, tensions between governments, including the
U.S. and China, have in the past led to tariffs and other restrictions affecting the

Company's business. (Apple, 2024, p.6)

Similarly, HP reflects on the geopolitical risks in its 2023 Q4 10-K report, by mentioning the
vulnerabilities associated with operating in emerging and politically volatile markets. The

report states:

We operate in emerging markets, which can be more volatile. Our future business
and financial performance could suffer due to [...] the imposition by

governments of additional taxes, tariffs or other restrictions on foreign trade or
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changes in restrictions on trade between the United States and other countries,

including China. (HP, 2023, p.13)

These statements reflect that both Apple and HP have recognised the U.S.-China trade war as
more than a temporary disruption and instead a serious macroeconomic risk that threatens the
stability and efficiency of their global operations. Both companies have framed the

U.S.-China trade war as a central risk into their long term strategic planning.

5.2 Theme 2: Relocation of Production

Theme 2 focuses on the strategic relocation of manufacturing operations in response to the
uncertainties caused by the U.S.-China trade war. To achieve greater supply chain resilience,
American MNCs have been and plans on shifting parts of their production to alternative

locations, particularly in Southeast Asia. As one article notes:

The higher U.S. tariffs on a wide range of Chinese exports have directly driven
manufacturers to relocate from China towards alternative manufacturing hubs in

Vietnam. (Yang & Chan, 2023, p. 8).

5.2.1 Apple Inc

Apple serves as a prominent example of this strategic shift, as the company has already
relocated parts of its manufacturing operations out of China and plans to expand this
relocation even further, according to the following sources. This is seen through increasing
investments in India as an alternative production hub. According to CNBC (26/7-2024),
Apple will start to assemble iPhone 16 Pro and Pro Max models in India through its partner

Foxconn as a part of a plan to diversify production beyond China.

Similarly, the Financial Times (11/6-2023) highlights Apple’s attempt to “disentangle its
supply chain from China and bring production onshore” as a response to both political
pressure from the United States and disruption caused by China’s lockdown during Covid-19.
According to another Financial Times article (8/12-2023) Apple has increasingly faced
pressure to diversify its manufacturing base due to the rising geopolitical tensions between
the United States and China. Vietnam has emerged as a strategic location due to its

geographical proximity to China, competitive labor costs and a high labor force participation.
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However, the article also mentions that despite Apple’s ongoing efforts to diversify its
manufacturing network, the majority of its products continue to be produced in China. This
underscores the complexity and long term nature of any attempt at full relocation.
Nevertheless, the company is expected to relocate approximately 30% of its production to
Southeast Asia within the next two years, a substantial move that signals a gradual but

strategic shift in its global manufacturing strategy. (Financial Times, 8/12-2023)

5.2.2 Hewlett Packard

Similar strategies have been implemented by HP in response to the escalating trade tensions.
According to Business Insider (28/2-2025) HP’s is considering shifting some of its
manufacturing from China to the U.S. due to the tariffs. According to Techradar (2025) and
Techspot (2025), HP announced in the beginning of 2025 to undertake a substantial
restructuring of its global production network. The company aims to relocate almost 90% of
its North American bound production out of China by the end of 2025. This implies that only
around 10% of the products designed for the North American market will be produced in

China by 2026, if everything goes as planned.

Furthermore, according to Li & Cheng (7/8-2024), HP is planning to shift up to 70% of its
computer notebook production out of China. The source exemplifies geopolitical risks as a
contributing factor to this, particularly related to tensions between China and Taiwan, as well
as the ongoing trade conflict between the United States and China. To diversify its supply
chain and reduce dependency on manufacturing in China, HP is exploring Singapore and
Thailand as potential production destinations, where Thailand has emerged as a key
alternative production hub instead of China. As reported by Supply Chain Movement
(27/8-2024), multiple HP suppliers are expanding their operations in Thailand, with at least
five building new production facilities along with others increasing their capacity at HP’s

request.
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5.3 Theme 3: Reliance on China

Although both companies acknowledge the U.S.-China trade war as a risk and they have
announced plans to relocate manufacturing, they still remain dependent on China as a
production hub. The difficulty of reducing dependence and the challenge of decoupling from
China was a recurrent code in the research. Despite geopolitical tensions and strategic
diversification efforts, China remains a strong and necessary part of the global manufacturing
landscape. Often referred to as “the world's factory” (Black & Morrison, 2021), China offers
a combination of low cost, efficiency and highly skilled labor. This makes it more difficult
for firms with well established operations and experience in China since it is more difficult

for them to relocate production elsewhere. (Black & Morrison, 2021)

5.3.1 Apple Inc

Apple serves as a clear example of the challenge involved in reducing reliance on China. The
company is heavily dependent on China for a significant part of its manufacturing
operations. Apple’s CEO, Tim Cook, stated in China Daily (2024) that: “There is no supply
chain in the world that is more critical to us than China.”. While the company has expanded
production to other countries, this expansion still reflects a small part of Apple’s broader
manufacturing operations (China daily, 2024). According to Iyengar (2022), Apple
exemplifies the challenges companies face when trying to reduce their dependence on China.
China has played a central role for the operations of Apple, both as a manufacturing hub and
as one of their largest markets. Experts mean that China’s integrated ecosystem is hard to

replicate somewhere else.

According to an article in the Financial Times (8/12-2023), Apple is expected to remain
heavily reliant on Chinese manufacturing for a long time, despite their plans to shift
approximately 30% of its production capacity out of China. Additionally, Black & Morrison
(2021), emphasise the complex challenges Apple faces in attempting to decouple from China,
largely due to its extensive and long-standing integration within the Chinese manufacturing

ecosystem. Apple’s CEO explained the strategic difficulty of this transition:

China has moved into very advanced manufacturing, so you find in China the

intersection of craftsman kind of skill and sophisticated robotics and [...]
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computer science [...] That intersection, which is very rare to find anywhere...is
very important to our business because of the precision and quality level that we

like. (Financial Times, 8/12- 2023)

This illustrates how China’s unique capabilities continue to make complete decoupling a

highly challenging task for Apple.

5.3.2 Hewlett Packard

HP has announced plans to shift approximately 90% of its production for the North American
market out of China by the end of 2025 (Techradar 2025), this does not imply a complete
decoupling. As stated by CEO Enrique Lores:

China will continue to be a relevant manufacturing hub for the rest of the world,
but specifically for North America, less than 10 percent of the products will come
from there, which is, as you know [a] very big change from where we were a few

years ago (Johnson, 2025).

This statement highlights that while HP is actively diversifying, China will continue to play a

central role in its manufacturing operations outside the North American market.

According to Zhang (2023), HP said that: “China is a very important part of our global
supply chain and we remain deeply committed to our operations in Chonggqing,”.
Furthermore, the company sees significant opportunities to grow its business in China
because they have recently opened a new R&D centre there. This approach highlights that HP
is both diversifying but also relies and strengthens existing operations in China. (Zhang,

2023)

5.4 Theme 4: Supply Chain Diversification & Geopolitical Risk Management

Due to an evolving business landscape affected by uncertainties, companies like Apple and
HP might need to plan for different geopolitical scenarios, to an increased extent. According

to Black & Morrison (2021) there is a strategic shift where companies no longer solely focus
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on cost efficiency but also values resilience and flexibility in their global supply chains. As

Duthoit & Krumbmiiller (2025) states:

Companies would be well-advised to pursue proactive supply chain
diversification, with greater decision making autonomy and flexibility, and
reinforce risk management and compliance functions to enhance resilience and
responsiveness within increasingly complex and localised trade environments.

(Duthoit & Krumbmiiller, 2025)

Duthoit & Krumbmiiller (2025) further mentions that by diversifying supply chains,
companies can better handle external shocks like the increased tariffs caused by geopolitical

uncertainties.

5.4.1 Apple Inc

Apple serves as a clear example of the growing trends towards supply chain diversification.
Research shows that Apple is not only relocating production from China but also building
parallel production flows in countries such as Vietnam and India. According to Forbes
(1/1-2023), this expansion is not solely about relocating manufacturing operations, it is a
deliberate move to diversify the company's business activities in order to build a more
resilient and flexible supply chain. This approach aligns with the so called “China+I
strategy”, highlighted by Black & Morrison (2021) where companies maintain certain
operations in China while simultaneously expanding into alternative locations and countries.
It does not imply a complete decoupling from China, but rather an effort to spread out risks

and avoid the entire supply chain being affected by disruptions.

5.4.2 Hewlett Packard

According to Wang & Zhang (2024), HP emphasized in an interview that scenario planning is

a central part of the firm’s global risk management strategy. The company stated:

“As part of our standard operating procedures, we regularly engage in scenario
planning, exploring various options to ensure we are enhancing the agility and
resiliency of our global supply chain to meet the evolving needs of our

customers,". (Wang & Zhang, 2024)
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This reflects HP’s proactive approach to manage geopolitical uncertainty by continuously
evaluating different operational scenarios. Through this strategy, HP aims to strengthen the
flexibility and resilience of its global supply chain in an increasingly volatile trade

environment.

Furthermore, HP mentions that their supply chain strategy emphasises flexibility and
resilience, aiming to reduce vulnerability to future disruptions. HP has shifted from lean
supply chain models to a more flexible diversified supply chain structure. According to HP
(23/9-2022), this shift includes designing products with multisource components rather than

relying on single suppliers.

According to Li & Cheng (18/7-2023), HP is actively relocating laptop production from
China to Mexico, as a part of its broader supply chain diversification strategy. Zhang (2023)
mentions that the relocation aims to reduce exposure to geopolitical risks that are related to
China. This is according to HP (23/9-2022) an effort to manage risks by bringing production
closer to key markets such as North America, in order to improve responsiveness, cut transit

time and reduce Co2 emissions.

HP has additionally demonstrated a form of geopolitical risk management by, according to
Yahoo Finance (28/2-2025), proactively building up extra inventory ahead of U.S. import
tariffs on Chinese goods. This strategy was intended to mitigate the short term risks
associated with the rising costs driven by the tariffs. By stockpiling products, HP aimed to
maintain supply continuity and protect operations from sudden trade disruptions. This
approach illustrates how firms can adapt their logistics and inventory strategies to better

manage geopolitical uncertainty and ensure business stability due to volatile trade conditions.

5.5 Theme 5: Difficulties in Diversifying and Adjust to Protectionist Policies

Theme 5 is related to theme 4; Supply Chain Diversification and Risk Management because
even though supply chain diversification is a way for companies to manage risks it is
challenging. Although the motivation for reducing reliance on one single country, for

example on China, often is strong, the practical implementation of such strategy proves to be
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far from easy and straightforward. Companies must navigate a complex landscape of
logistical, financial and political obstacles. In many cases, entering new markets requires not
only substantial investment but also a willingness to adapt to local regulations and
protectionist policies (Namdar et. al., 2025, p.65). These conditions can place firms in
difficult positions, forcing them to balance the strategic benefits of supply chain
diversification against the financial and operational burdens of meeting strict local regulatory

requirements. (Namdar et. al., 2025, p.64)

5.5.1 Apple Inc

For example, Apple’s attempt to enter the Indonesian market with the iPhone 16 highlights
the regulatory challenges companies can face under protectionist policies. The Indonesian
government imposed a sales ban due to Apple’s failure to meet “/ocal content” rules requiring
that at least 40% of smartphone components must be produced domestically. Although Apple
made several investment offers, beginning with $100 million and later $1 billion, they were
rejected for lacking core manufacturing elements. The situation was resolved only after
Apple committed to substantial local production operations and expanded R&D activities
(Yu, et. al., 2024; Lakshimi & Mariska, 2025). This case illustrates how strict local
production requirements and protectionist policies in emerging markets can create significant

obstacles for foreign companies seeking market access.

Additionally, Apple’s experience in India exemplifies the difficulties in diversifying the
supply chain. Apple’s manufacturing in India has faced challenges in terms of production
efficiency, product quality, labor relations and infrastructure which have created challenges
for the manufacturing in India. Moreover, the production of iPhone devices involves high
tech components and advanced technology which is not yet fully supported by the local
production ecosystem in India. This has made it challenging for Apple to reach the same level

of production compared to China. (Global Times, 2024)

5.5.2 Hewlett Packard

While supply chain diversification is a key strategy for mitigating risks, it is often very
difficult to implement in practice. Companies must navigate complex logistical, regulatory
and financial challenges when entering new markets with for example strict protectionist

policies. For HP, the challenges associated with supply chain diversification are less publicly
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documented than what it was for Apple. There is limited data available on HP’s efforts,

making it difficult to include it in this study.

5.6 Theme 6: Changes Made in the Companies Supplier Lists

5.6.1 Apple’s Suppliers

The two supplier lists for Apple used in this analysis represents 98 percent of their direct
spend for materials, manufacturing, and assembly of their products worldwide. The supplier

lists used are from 2021 and 2023. (Apple, 2021; Apple, 2023)

In 2021, Apple had a total of 191 suppliers operating across 475 locations worldwide. Of
these, 152 suppliers were based in China, accounting for approximately 32% of Apple's
global supplier base. This highlights China's central role in Apple's production network.
(Apple, 2021)

By 2023, the total number of Apple’s suppliers had slightly decreased to 187, operating in
471 locations across the world. Despite the overall reduction in suppliers, the number of those
located in China increased from 152 to 157. This increase signifies a marginal rise of 1.3%,

bringing China’s share of Apple's global suppliers to 33.3% in 2023. (Apple, 2023)

To assess whether the U.S.-China trade war (along with other disruptions) have influenced
Apple’s supplier distribution, the number of suppliers located in key regions like the United
States, Vietnam and India was included in this research. In Apple’s home country, the United
States, the number of suppliers decreased from 51 in 2021 to just 26 in 2023, representing a
shift away from domestic production. There was however a notable increase in the number of
suppliers located in Vietnam from 26 in 2021 to 35 in 2023, highlighting the country’s
growing importance for Apple’s supply chain strategy. India also experienced a rise but not as
much as Vietnam, from 11 to 14 in the same period, further underscoring Apple’s
diversification efforts towards Southeast Asia. These changes show a strategic reallocation of
suppliers, likely driven by a combination of geopolitical risk management, cost optimisation

and continued work to achieve supply chain resilience. (Apple, 2021; Apple, 2023)
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5.6.2 Hewlett Packard's Suppliers

The two supplier lists for HP used to examine potential shifts in suppliers, represent more
than 95% of HP's procurement expenditures for materials, manufacturing, and assembly at
the time of publication. The supplier lists used are from 2019 and 2024.( Docslib, 2019; HP,
2024)

In 2019, HP had a total of 59 suppliers operating in 116 locations across the world. Of these
suppliers, 49 were located in China, which demonstrates HP’s significant reliance on Chinese
manufacturing in 2019. This indicates that 42.2% of HP’s global supplier network and

manufacturing operations were concentrated in China. (Docslib, 2019)

By 2024, HP had increased its total number of suppliers to 77, representing an increase of 18
suppliers compared to 2019. These suppliers operated across 151 global locations, an increase
of 35 sites in five years. A significant portion of this expansion was located in China, where
the number of supplier facilities increased from 49 in 2019 to 69 in 2024, an increase of 20

suppliers. (HP, 2024)

To assess the impact of the U.S.-China trade war on the geographic distribution of HP’s
supplier network, this study also examines developments in the United States, Thailand,
Vietnam, Malaysia and Mexico, countries that according to the empirical data have
increasingly become key hubs for PC and printer assembly (The Recycler, 3/5-2025). The
suppliers located in HP’s home country, the United States, decreased from eight in 2019 to
six in 2024. In 2019, they had three supplier facilities in Thailand which was increased to
four by 2024. The amount of facilities in Malaysia increased from six to eight during the
same period, while Vietnam saw an increase from four to five facilities. Regarding Mexico,
the amount of suppliers increased by one, from two to three during the same period. These
shifts show efforts made by HP to a gradual diversification of their supply chain into
Southeast Asia. (Docslib, 2019; HP, 2024)
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5.8 Media Narratives and Information Bias

When studying and analysing the responses of HP and Apple to the U.S.-China trade war, it
is important to critically assess the reliability and framing of the sources used. This is
especially important to take into account when it comes to news reporting in state influenced
media environments. In such a context, news media may not only reflect corporate realities,

but also serve political or strategic communication goals.

Chinese media like the Global Times may frame corporate actions in a way that align with the
countrys’ interest and try to preserve the image of China as a stable and resilient
manufacturing hub. An example of this is the news article “HP refutes relocation allegations,
committed to China” published by the Global Times on August 8 2024. In this article, the
author directly contradicts claims made by foreign newspapers who stated that HP was
planning to relocate a major part of the PC production out of China. The article quotes HP as
reaffirming its strong commitment to China by for example referring to the country as an

“indispensable and key link” in its global supply chain. (Wang & Zhang, 2024)

A similar narrative appears in the Chinese publication Asia Times, particular in the article
“Why Apple’s not decoupling from China”. The article is clear in its effort to counter the idea
that Apple is reducing its reliance on China. It emphasises that Apple’s diversification efforts
in India are not a strategic withdrawal, but rather a way of “adding India to its list of

important markets and production sites while also bolstering its presence in China”. (Foster,

2024)

These framings align with a broader media strategy aimed at reinforcing the message that
China remains a central and irreplaceable hub within Apple and HP’s global manufacturing
operations. They reflect efforts to defend China’s role in the global economy and to mitigate
concerns over foreign companies’ supply chain diversification efforts. While such media
perspectives might offer useful insights into how China positions itself in the global

production network, they should be critically examined for potential bias and strategic intent.
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6. Analysis

This analysis examines how Apple and HP are responding to the rising geopolitical tensions
caused by the U.S.-China trade war. By connecting the empirical findings with the theoretical
frameworks,; Global Value Chain (GVC) Theory, Transaction Cost Theory (TCT) and Risk
management, the analysis explains both firms’ strategic responses and adaptations to the

dynamic trade environment.

6.1 Perception of Trade War and Corporate Awareness

From a geopolitical risk perspective in the Risk Management framework, both Apple and HP
show awareness of the rising vulnerabilities related to the U.S.-China trade war. These risks
include both geopolitical- and country risks such as the growing political instability, the
imposition of tariffs and potential export restrictions that threaten the continuity of both
companies’ global supply chains. Both Apple and HP acknowledge these risks in public
reports like their 10-K reports. For instance, Apple states that international trade tensions
including those between the United States and China are potential threats to its operations.
Similarly, HP states that geopolitical uncertainty and trade restrictions are factors that may
influence its manufacturing footprint and procurement strategy. From a Global Value Chain
perspective, these tensions expose the MNCs to vulnerabilities of interdependent
manufacturing networks. Theoretical insights from GVC shows that disruptions from one
part, such as China, can cause disruptions in the entire value chain, affecting corporate
operations worldwide, which is why it might be important for both companies to adapt and be

flexible to the uncertainties affecting the stability.

At the same time, the Transaction Cost Theory (TCT) helps explain the firm’s hesitation to
take bolder steps. The study showed that both companies are aware that moving production
causes substantial costs related to for example negotiating with suppliers, building new
governance structures, managing logistical uncertainties etc. Therefore, the firm’s strategic
responses to the trade war highlight the trade off between mitigating geopolitical risk and

minimising transaction costs.
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6.2 Why China Remains Important

Despite recognising the geopolitical risks associated with the U.S.-China trade war, both
Apple and HP continue to rely heavily on China for manufacturing. This dependence is well
documented in the empirical findings, in Apple's case, the number of operations located in
China increased from 152 to 157 between 2021 and 2023. For HP, the suppliers increased
from 49 to 69 between 2019 and 2024. Rather than reflecting a shift away from China, the
data shows continued or even increased engagement with Chinese manufacturing networks,
proving China’s important role in these firm’s Global Value Chains due to its advanced
infrastructure, economies of scale, and supplier ecosystem. This shows that there is a gap

between the strategic intention of decoupling, and actual operational reality.

As mentioned in the empirical chapter, the reliance on China is also highlighted by Apple's
CEO Tim Cook, who referred to China’s production environment as uniquely combining
"craftsman skill and sophisticated robotics," describing it as “very important to our business”
(Financial Times, 2023). Similarly, HP’s CEO Enrique Lores confirmed that China would
remain a core hub for HP’s global operations beyond North America. Additionally, the
company opened a new R&D centre in China in 2024. This shows both a continued reliance

and a further deepening of operations in China.

From a Transaction Cost Theory perspective, this is not an unexpected outcome. According
to this framework, firms seek to organise their operations in a way that minimises the total
combined costs of production and coordination. China offers highly efficient, large scale
production, skilled labor and an integrated supplier network, all of which lower these
transaction costs. The transaction costs do not only refer to the company’s direct
expenditures, like the costs arising from searching for suppliers, negotiating agreements, or
managing contracts, but also indirect costs resulting from for example geopolitical
uncertainty. In the context of geopolitical tensions, companies like Apple and HP have faced
increased indirect costs. Uncertainties associated with the trade war increase the transaction
costs of relying on external suppliers in vulnerable regions, like in China. These uncertainties
may include sudden tariffs, export restrictions, supply chain disruptions, and regulatory
interventions. This might increase the cost and complexity of maintaining global supplier

relationships.
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6.3 Diversification and Relocation of Production

Even though the empirical findings show that the companies still rely heavily on China, they
have both shown diversification plans and efforts. Apple and HP have publicly announced
plans to diversify their supply chains to reduce dependence on China. For instance Apple’s
announcement in 2023 to relocate 30% of its production to Southeast Asia, and HP’s plan to
move 90% of its North American bound production out of China by the end of 2025. This
reflects that both companies are actively planning and preparing to partly decouple from
China and spread out the risk through diversification efforts. These strategic shifts were in the
news articles framed as efforts to mitigate geopolitical risks and to build more resilient supply

chains.

These decisions align with the Risk Management framework, which emphasises the
importance of strategic flexibility in an unstable and unpredictable global environment.
According to this framework, firms exposed to high levels of political and country risks often
adopt diversification strategies, like “China+1", nearshoring or even reshoring, to reduce
operational dependence on a single country. When Apple and HP are distributing
manufacturing operations across multiple locations, they aim to achieve supply chain

resilience and reduce the vulnerabilities in China caused by the trade war.

6.3.1 China + I Strategy

The empirical findings revealed that both Apple and HP are not seeking a complete decouple
from China, but rather adopting an approach to mitigate geopolitical and supply chain risks. It
was clear that despite the rising transaction costs and geopolitical tensions in the Chinese
market, both companies want to continue to keep the country’s advantages, which are
difficult to replicate elsewhere in the short term. To balance these benefits with the increasing
risks, both companies are according to the empirical findings implementing the “China+1
strategy”’. Meaning that they still want to and will maintain some of their manufacturing
operations in China but progressively relocate production in countries such as Vietnam, India,
Mexico, and Thailand. This strategy allows Apple and HP to spread out risks geographically
and reduce their vulnerability to disruptions arising from trade conflicts, regulatory changes,

or future geopolitical shocks, without fully decoupling from China.
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6.3.2 Nearshoring

HP’s decision to relocate parts of its laptop production from China to Mexico, is a clear
example of nearshoring, as a part of its Risk Management strategy. Rather than fully
reshoring production back to the United States, the company is relocating operations to a
geographically closer country. This aligns with Zhang's (2023) observation that the relocation
aims to reduce exposure to geopolitical tensions associated with China. By moving
production closer to one of its core markets, HP can better manage risks related to trade
conflicts, export restrictions, and transportation delays. Nearshoring to Mexico allows the
firm to benefit from the country’s geographic proximity to the United States, relatively low
labor costs, and access to integrated supply networks (NAPS Inc., 2024). These advantages
improve the company’s ability to respond quickly to disruptions, thereby enhancing overall
supply chain resilience. Evidence of this shift is visible in HP’s supplier lists, which show an

increase with one additional supplier in Mexico from 2019 to 2024.

However, nearshoring does not come without trade offs. While it improves risk mitigation
and responsiveness, it may also result in losing access to China’s large-scale efficiencies and
deep supplier network. This shows that HP’s nearshoring strategy is not only about cost or
being quick, but also about balancing flexibility and resilience against the benefits of China’s
well established manufacturing network. HP’s strategy could in other words represent a Risk
Management compromise, with the goal to build a more resilient and diversified global

production network rather than fully replicating China’s advantages elsewhere.
6.3.3 Reshoring

Based on what is visible in the changes made in the firms’ supplier lists, either Apple or HP
does currently use reshoring as a strategy. Apples’ suppliers located in the United States
decreased from 51 in 2021 to 26 in 2023. A similar trend was seen with HP, the number of
suppliers in the United States decreased from eight in 2019 to six in 2024, which does not
show any signs of reshoring efforts. However, there are small hints that HP might consider
reshoring in the future. For instance, Business Insider (2025) wrote that the company plans to
relocate parts of its manufacturing from China to the U.S., due to the increased tariffs caused

by the trade war.
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6.4 Difficulties in Diversifying

The lack of significant changes in the companies’ supplier lists reflects the fact that
diversifying global production networks is a highly complex and time consuming process.
Relocating manufacturing operations across borders involves more than just choosing a new
location. The firm must for example comply with potential local regulations, like in the case
with Apple wanting to enter the Indonesian market with their new iPhone 16. Where no
money limit could let Apple pass the Indonesian government’s “local content” requirements,
unless they agreed to adapt to their production requirements. Protectionist policies in this

form can therefore be an obstacle when wanting to enter a foreign market.

From a Global Value Chain perspective, this case exemplifies how states can perform control
over the terms of participation in global production networks. It challenges the idea that
successful and major firms like Apple can freely choose where and how to operate. Instead, it
shows how host states can leverage their market access as a bargaining tool to influence
corporate location decisions. To promote local production initiatives that could contribute to

an increased welfare in developing countries.

The slow pace of change in the companies’ supplier lists may be attributed to the various
obstacles and challenges involved in implementing diversification plans. Additionally,
diversification itself is a time-consuming process, making it difficult to see immediate effects

following such announcements.

Diversification efforts are not merely just a logistical or economic decision, it is also a pure
political and strategic challenge. The slow pace of changes made in the companies supplier
lists can be a result of the obstacles and challenges that needs to be taken into account when
comparing the effects and outcomes of the companies announcements of diversification
plans. Additionally, diversification itself is a time consuming process, making it difficult to
see immediate effects following such announcements. This context is important when
evaluating, for instance, Apple’s announcement in 2023 to move 30% of production from
China to Southeast Asia within the next two years. Apple’s latest published supplier list from
2023 was published the same year as they announced this relocation plan. This timing is

important to consider, as large scale relocation efforts do not take effect immediately.
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Structural changes like this can take several years and are unlikely to be reflected in supplier

data within the same year as they are initiated.

6.5 Relations Between the Theoretical Frameworks

When comparing the three theoretical frameworks, Global Value Chain (GVC) Theory,
Transaction Cost Theory (TCT) and Risk Management, it becomes clear that rather than
being contradictory, these frameworks can be combined to provide a more clear
understanding when analysing supply chain strategies. GVC Theory highlights the structural
interdependencies and geographic complexities of global production networks. TCT explains
the economic logic behind the firms’ decisions regarding maintaining, adapting or relocating
operations based on cost efficiencies. While Risk Management provides the strategic
perspective useful to understand how firms navigate uncertainty and build resilience. When
combining these three frameworks, it provides the study with a wider understanding of

supply chain strategies in today’s volatile and uncertain global business environment.
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7. Conclusion

7.1 Answer to Research Question

This thesis set out to explore the research question:

“How have American multinational corporations (MNCs) responded to the U.S.-China trade
war in terms of restructuring of global production?** - A case study of Apple and Hewlett

Packard

The empirical findings and the analysis show that while both companies view the U.S.-China
trade war as a serious geopolitical and macroeconomic risk, the responses so far have been
relatively careful and gradual. The findings reveal that although the companies have made
plans and taken steps towards a relocation, these efforts have not been fully set into practice.
China still continues to play a central role in both companies’ supply chains, this reflects the
complexity of global value chains and the difficulties companies face in rapidly changing
strategy due to geopolitical risks. The empirical material demonstrates that relocating
production on a global scale is not a straightforward process, it involves planning and the
ability to navigate through political and regulatory environments in new host countries.
Finding suitable and developed infrastructure, supplier ecosystem, and skilled labor force
needed for the manufacturing, takes time which further slows down the implementation of

both companies’ diversification plans and efforts.

In conclusion, the restructuring of global production in response to the U.S.-China trade war
has started, but for Apple and HP, it remains a gradual but far from complete process. Their
gradual and cautious strategy reflect both companies’ efforts to balance geopolitical risk

management and the operational realities of the affected global supply chains.

7.2 Recommendations for Future Research

7.2.1 Effectiveness and Practical Outcomes of Supply Chain Diversification

Both Apple and HP have announced strategic efforts to diversify their supply chains with a
jointly goal of partly decoupling from China. Since the trade war between the United States

and China is a very present and ongoing geopolitical event, all the effects have not yet been



43

fully visible and companies have not yet completed or implemented all of their strategic
responses. It would therefore be interesting to further research the effects and actual practical

responses and relocations made by the American MNCs due to the trade war.

7.2.2 Impact of the 2025 Tariffs (Liberation day)

Future research should also examine the consequences and responses to the new tariffs
imposed on “Liberation day” by the United States President Donald Trump in the beginning
of April 2025. These tariffs may further complicate the situation for MNCs global supply
chains. It would be interesting to assess how these firms in the technology industry responded
to these changes and whether additional trade barriers have accelerated diversification efforts

or changed the announced plans included in this study.
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Coface (13/03-2025): Tech wars: US vs China rivalry for electronics out to 2035 “Companies would be well-advised to pursue proactive supply chain diversification”
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Forbes (01/01-2023): Apple To Diversify Its Supply Chain By Producing "Apple is looking to manufacture its products in multiple countries to reduce the chances of supply chain
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Diversification
CNBC (26/07-2024): Apple to make iPhone 16 Pro and Pro Max models in India "Foxconn, bolstering its manufacturing presence in the country as part of a plan to diversify production
this year. beyond China"
"The ch that, October 31, 2025, onk tenth of HP products destined for North
TechRadar (28/02-2025): HP says it will move large parts of production out of @ change means that, from October 25, only one tenth of HP products destined for Nor
Chi America will come from China, with HP turning to a more diverse supply chain to both reduce its
ina
reliance on China amid ongoing trade wars and enhance its resilience”
"The pl. America’s | t PC ct to diversify it: ly chai th t i .
Supply Chain Movement (27/08-2024): HP removes most production from China - ¢ Plans of America’s largest PC manufacturer to diversify its supply chains are the most sweeping yet
It is mainly an attempt to reduce geopolitical risks around China and Taiwan"
Science Direct (04/06-2023): Geopolitical risks of strategic decoupling and
recoupling in the mobile phone production shift from China to Vietnam: Evidence "Numerous research has exploved the production shift from China to Southeast Asian countries"”
from the Sino-US trade war and COVID-19 pandemic
Techspot (01/03-2025): HP to move 90% of North American production out of "By the end of its 2025 fiscal year, the tech giant plans to have 90 percent of its manufacturing moved
China by 2025 outside of China."
Financial Times (26/11-2024): How to deal with Donald Trump’s tariff threats "Selective tariffs tend to rearrange production and trade networks rather than repatriate production.”
Nikkiei Asia (07/08-2024): HP plans its most aggressive shift of production away "one source said the company has even set an internal goal of eventually making up to 70% of its
from China notebooks outside of China."”
CRN (27/02-2025): HP: 90 t of North Ameri ducts will be built outsid
. ¢ ) Percent ot No Sr1Ca products witl be buitt ouisice "the company will have shifted 90 percent of its production for North America outside of China"
China by October.
"But analyst. ect h as 30 t ducti ity to shift China t th-east Asi.
location of Production  Financial Times (08/12-2023): Apple suppliers: bets on Vietnam will pay off ut analysis expect as much as 30 per cent of production capacily 10 shift from China to south-ast Asia
il over the next two years.”
TechRadar (28/02-2025): HP says it will move large parts of production out of "HP has announced that by the end of fiscal year 2025 the company will have moved almost all (90%) of
China its production for North America away from China."
Business Insider (28/02-2025): HP (HPQ) Considers Shifting Some of Its "Personal computing giant HP Inc. (HPQ) is considering shifting some of its manufacturing to the U.S.
Manufacturing to the U.S. due to President Donald Trump's tariffs and pressure on corporations to invest domestically"
X X "HP has already been working to reduce its reliance on China, aiming to have over 90% of its products
The Recycler (03/03-2025): HP us fact
i er { ) weighs AnActing fove sold in North America manufactured elsewhere by the end of fiscal 2025"
"The US PC maker, th -1, tin th Id, is aiming to h t least 50 t of its PC
Financial Times (08/08-2024): HP’s China shift and Infincon in Malaysia ¢ maker, the second-largest in the world, is aiming to have at least 50 per cent of its
production outside of China and is also setting up a “back-up” design hub in Singapore"”
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South China Morning Post (19/07-2023): PC maker HP stresses commitment to "US personal computer giant HP emphasised its itment to ifacturing in China after media
Forbes (01/01-2023): Apple To Diversify Its Supply Chain By Producing "For too long Apple has relied on China as the manufacturing site for its products, creating
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Harvard Business Review (06-2021): The Strategic Challenges of Decoupling “We spent 13 years getting into China. It's impossible for us to just pull out.”
Harvard Business Review (06-2021): The Strategic Challenges of Decoupling "China has become “the world'’s factory”
China Dependence China Daily (20/03-2024): Tim Cook: No supply chain more critical than China. "There's no supply chain in the world that's more critical to us than China."
Fmsm.:lal Tlm_es' (1.1!07-2“23): Apple/China: tech trade war has not halted 2 "China is crucial to Apple in two ways. First, for manufacturing; second, for sales."”
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Financial Times (8/12-2023): Apple suppliers: bets on Vietnam will pay off "Apple is likely to remain dependent on manufacturing in China for a long time. "
Global Times (27/11-2024): US firms showcase strong collaboration with Chinese "Over 80% of Apple's 200 major suppliers manufacture in China". "China boasts a comprehensive
supply chains at 2nd CISCE industrial and supply chain system in the manufacturing sector"
"Fi the Chi ective, h , d ling i trategic shift whereby Chi itches it.
Harvard Business Review (06-2021): The Strategic Challenges of Decoupling rom the Chinese perspective, however, decoupling is a strategic shift whereby China switches its focus
from economic growth to economic control."
Financial Times (21/02-2025): Apple expands India manufacturing "Manufacturing in India helps Apple become more competitive in selling in the Indian market too"
Yahoo Finance. (28/02-2025): HP shares lower as PC maker unveils soft outlook = "However, the company said it had made efforts to lessen its dependence on China, saying it expects more
amid U.S. tariff threats on China. than 90% of HP products sold in North America "will be built outside" of the country by the end of 2025"
Decouple

Financial Times (24/02-2025): Apple announces plans to create 20,000 US jobs in

. "Tim Cook set out plans to invest in “American" innovation”
pitch to Donald Trump p

Sience Direct (04/06-2023): Geopolitical risks of strategic decoupling and "While keeping China for advanced functions such as producing higher value-added components, the
recoupling in the mobile phone production shift from China to Vietnam: Evidence = lower-end manufacturing tasks have been moving to Vietnam, which indicates a partial relocation, rather

»ow

from the Sino-US trade war and COVID-19 pandemic than a complete relocation as the common discourse of “‘decoupling from China”.
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10-K report
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HP Annual Report (2024): 2024 Annual Report

Harvard business review (06-2021): The Strategic Challenges of Decoupling

CNN Business (28/07-2022): Why Apple can't quit China

Asia times (18/10-2024): Why Apple's not decoupling from China

Global Times 08/08-2024): HP Refutes relocation allegations, comitted to China

Supply Chain Movement (27/8-2024): HP removes most production from China

Financial Times (28/11-2024): Indonesia wrangles with Apple and suppliers brace
for tariffs

Global times (16/10-2024): GT Voice: India factory woes signal Apple’s plan to
‘diversify” hard to achieve

Financial Times (27/02-2025): Indonesia set to lift iPhone ban after deal with
Apple on local investment.

Nikkei Asia (18/07-2023):HP to move production of millions of PCs to Thailand,
Mexico

Forbes (01/01-2023): Apple To Diversify Its Supply Chain By Producing
MacBooks In Vietnam

Apple: 10-K report (2024)

HP 10-K report (31/10-2023):
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"Our future business and financial performance could suffer due to...the imposition by governments of
additional taxes, tariffs or other restrictions on foreign trade or changes in restrictions on
trade between the United States and other countries where HP products are manufactured or sold,
including China"

"Over the past 20 years China has been extraordinarily successful at attracting upstream players"

"China, however, has spent years developing a combination of production incentives, local engineering
talent and a cohesive supply chain ecosystem that will be difficult to replicate elsewhere."

"The move shows Apple continues to prioritize shareholder interests above the din of anti-China US

politicians"”

"China remains one of the most popular and stable destinations for global businesses amid a global
economic downturn and rising protectionism, and the attractiveness of the Chinese market will improve
Jurther"

"Thailand is said to be in the picture as the main alternative to manufacturing in China. At least five HP
suppliers are now building new production facilities or storage hubs in the country, and two have
expanded their capacity there since the beginning of the year at HP's request"”

"At the heart of the problem is Indonesia’s “local content” requirements, and Apple’s reluctance to build
production facilities in south-east Asia’s largest economy."”

"While India has emerged as an attractive alternative to China for Apple thanks to its lower labor costs
and vast market potential, the challenges faced by iPhone contract manufacturers in India in terms of
production efficiency, product quality, labor relations and infrastructure suggest that Apple's and other

firms' production in China is not to be easily replaced"”

"Indonesia banned the sale of the latest iPhone last October because of Apple’s failure to meet a
regulation that requires 40 per cent of smartphone components to be sourced locally”

"HP is working with suppliers to shift production of millions of consumer and commercial laptops to
Thailand and Mexico this year"
"Apple is moving production of its MacBooks from China into Vietnam with the assistance of its top
supplier, Foxconn."

"Restrictions on international trade, such as tariffs and other controls on imports or exports of goods ...
can materially adversely affect the Company’s business and supply chain [...] For example, tensions
between governments, including the U.S. and China, have in the past led to tariffs and other restrictions
affecting the Company's business"

"Our future business and financial performance could suffer due to]...] the imposition by governments of
additional taxes, tariffs or other restrictions on foreign trade or changes in restrictions on trade between
the United States and other countries, including China."
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