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Bilateral Trade Imbalance and US Manufacturing
Employment Adjustments
—A Quantitative Analysis of the China Trade Shock

X1 YANG YANG XU®

(Xiamen University)

Abstract This research quantifies the China trade shock and its implications for the US-
China trade imbalance and US manufacturing employment. Three forces that affect trade and
employment are captured, i. e., trade cost, production technology, and final consumption. Unlike
the trade cost and production technology shocks, the consumption shock nicely fits the chan-
ges in US-China trade imbalance and US manufacturing employment. China trade shock and
US consumption shock account for 20% and 36 % of US manufacturing employment, respec-
tively. Bilateral trade costs cannot successfully account for the changes in US-China trade im-
balance, and the China shock plays a limited role in US manufacturing employment.
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