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Abstract: This paper examines how the rise in Chinese imports affected the U.S. in several 
ways. On one hand, Americans got lower prices, and companies had to find ways to compete 
and become more efficient. But at the same time, many manufacturing workers and 
communities were hit hard by increased import competition. Applying economic theory, China 
shock research, and case studies like the furniture industry in High Point, North Carolina, this 
paper examines how these benefits and costs were distributed across consumers, workers, and 
communities. It also considers how the decline of domestic manufacturing contributed to 
greater dependence on Chinese supply chains, thus creating new economic risks. The paper 
argues that trade was not the only issue. The larger problem was that the U.S. was not 
prepared to help the workers and communities that were most affected. Therefore, it 
ultimately considers to what extent a country can benefit from trade while also addressing 
the costs experienced by those who lose the most from it. 

 

INTRODUCTION 

The growth of Chinese imports to the United States skyrocketed after China joined the World 

Trade Organization (WTO) in 2001. For perhaps the first time, everyday items like furniture, 

clothing, electronics, and other manufactured goods proliferated at low costs—and 

consumers benefited. However, American manufacturers faced heavy losses; with stronger 

competition from producers with lower labor costs and large-scale production, 

manufacturing communities that depended on local factories struggled to retain jobs. This 

shows how the effects of Chinese imports cannot be measured alone through GDP, 

productivity, or consumer prices. It is also important to consider the impact on workers and 

communities. 

 Therefore, while the debate over Chinese imports is usually presented as a trade-off 

between consumers benefiting from cheaper products and American industries losing jobs 

and factories, this paper looks at the issue a little differently by asking who actually gained 

from lower prices and who had to deal with the costs of losing work. It focuses on both the 

national economy and the decline of American manufacturing. This shows why looking only 

at things like prices, productivity, or GDP can miss the real impact trade has on workers and 

local communities. This paper ultimately argues that the greater failure was not trade itself, 

but the failure to prepare and support American workers for the economic challenges that 

it brought. 

 

CASE STUDY: FURNITURE IMPORTS AND REGIONAL DECLINE IN NORTH CAROLINA 

High Point, North Carolina, is a good example of what can happen when manufacturing 

declines. For over 100 years, furniture manufacturing was a major part of the city’s jobs, 

economy, and identity. The industry became so important that High Point earned the 
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nickname “Furniture Capital of the World.” However, when Drexel Heritage, a major 

American furniture manufacturer founded in 1903, closed two North Carolina plants in 2004, 

the closure eliminated not only 1,200 jobs but also an industrial system around which local 

institutions and expectations had developed. Although foreign competition was not the only 

cause of the decline of the “Furniture Capital of the World,” cheaper furniture imports 

formed part of the competitive pressure facing High Point specifically and the industry at 

large. 

 At the same time, American families benefited from lower prices on imported goods 

such as clothes, electronics, furniture, household items, and school supplies. These savings 

were spread across the country, while the job losses were often much more concentrated 

in certain manufacturing towns and communities.  

 Both sides of this argument can be true. Cheap Chinese imports helped Americans 

by lowering the prices of everyday products, but they also caused problems for workers and 

businesses that could not compete with those lower prices. So, while some people saved 

money, others lost jobs and saw their communities suffer. But the bigger problem was not 

just trade itself. The U.S. did not do enough to help workers who lost their jobs, support 

communities affected by factory closures, or reduce its dependence on Chinese supply 

chains. Over time, that dependence became a bigger risk for the country.  

 This paper is divided into four main parts. Firstly, it explains why economists argue 

that trade can benefit countries through comparative advantage, while also looking at the 

concerns raised by the Stolper-Samuelson theory. Secondly, it examines research on the 

China shock and how growing imports affected U.S. manufacturing jobs. Thirdly, it focuses 

on the furniture industry and High Point, North Carolina specifically to show how the country 

can benefit from trade while certain communities still struggle. Finally, it looks at different 

policy options, including import dependence, worker assistance, tariffs, and investment in 

U.S. industries.  

 

THEORETICAL FRAMEWORK: TRADE GAINS AND DISTRIBUTIONAL COSTS 

China joined the World Trade Organization in 2001, and, after that, Chinese exports to the 

U.S. grew quickly in industries like furniture, steel, textiles, and electronics. Furniture was 

one area where the change was especially noticeable. According to data from the U.S. 

Department of Commerce, China made up only 2.9% of U.S. furniture imports in 1990, but 

that number jumped to 43.1% by 2005. This huge increase helps explain why areas that 

depended on furniture manufacturing faced so much pressure from Chinese imports.  

 American consumers benefited from lower prices, but many domestic manufacturers 

faced intensified competition from firms operating with lower labor costs and different 

industrial-policy conditions. Communities whose economies depended on manufacturing 

were especially vulnerable because plant closures reduced employment, weakened local tax 

bases, and disrupted regional economic networks. The employment data shown in Figure 1 

help place the furniture industry’s decline in broader sectoral context by showing the long-

term contraction of household, institutional, and kitchen-cabinet manufacturing 

employment. 
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Table 1: U.S. imports of furniture and parts from selected countries and country 

groups, 1990 and 2001–2005, in millions of dollars 

  1990 2001 2002 2003 2004 2005 

China 145 5,017 6,954 8,742 10,905 13,179 

China % of World Total 2.9% 27.0% 32.3% 36.0% 39.4% 43.1% 

              

Canada 1,209 4,411 4,423 4,551 5,007 5,126 

Mexico 578 3,212 3,824 4,275 4,316 4,297 

ASEAN 331 1,492 1,753 1,886 2,303 2,800 

EU15 1,174 2,309 2,321 2,489 2,491 2,371 

Taiwan 1,009 765 794 748 753 716 

Japan 162 141 107 135 181 210 

Korea 67 75 75 69 68 111 

Hong Kong 29 98 90 109 97 82 

Rest of World 299 1,081 1,219 1,289 1,557 1,691 

World Total 5,003 18,601 21,560 24,293 27,678 30,583 

Source: U.S. Department of Commerce, EveryCRSReport, University of North Texas Libraries of 

Government Documents Department 

 

 
Figure 1: Employment in household and institutional furniture and kitchen cabinet 

manufacturing, 1987–2025. 

(Source: Federal Reserve Bank of St. Louis) 

 

 This discussion builds on two strands of research. The first is classical and 

neoclassical trade theory, which emphasize the welfare gains created when countries 

specialize according to comparative advantage. The second is empirical labor-market 

research on import competition, especially the China shock literature, which shows that 

trade liberalization can create geographically concentrated and persistent employment 

losses. Bringing these literatures together helps explain why Chinese imports could raise 

aggregate welfare while still producing severe costs for particular workers and communities. 

Many economists largely expected this expansion of trade to benefit both the United States 

and China. 

 This idea is based on David Ricardo’s theory of comparative advantage. Ricardo 

argued that countries are better off when they focus on making the goods they can produce 
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relatively well and trade for products that other countries can make more efficiently. China 

had a huge workforce and low manufacturing costs, making it easier for the country to 

produce many consumer goods cheaply and in large amounts. The U.S., on the other hand, 

had stronger advantages in areas like technology, finance, and research. Because of this, 

supporters of free trade believed both countries could benefit, since production would 

become more efficient and consumers would have more choices at lower prices.  

 However, economists also understand that in the real world, the gains from trade 

will not be evenly distributed. The Stolper-Samuelson theorem predicts that while trade can 

increase overall economic welfare, workers and industries that are directly exposed to 

foreign competition may suffer significant losses. What many economists underestimated 

was the difficulty of adjustment, where traditional models assumed that workers displaced 

by import competition would eventually relocate, retrain, or find employment in growing 

sectors of the economy. In practice, that process proved far more difficult. The experience 

of many American manufacturing communities suggests that this process was far slower, 

more painful, and less realistic than the theory anticipates. 

 The paper uses a qualitative analytical approach supported by secondary economic 

and trade data, published scholarly research, and furniture industry-specific evidence. It 

synthesizes empirical research findings with policy and industry examples to evaluate how 

the benefits and costs of Chinese imports were distributed across consumers, workers, 

regions, and supply chains. 

 Autor, Dorn, and Hanson’s research on the China shock shows that regions more 

exposed to Chinese import competition experienced significant declines in manufacturing 

employment, lower wages, and persistent reductions in labor-force participation. These 

effects extended beyond displaced factory workers because plant closures reduced local 

demand, weakened tax revenues, and constrained communities' abilities to fund schools and 

public services. The findings complicate the standard free-trade claim that aggregate 

efficiency gains are sufficient to justify liberalization. If the gains are broadly dispersed 

while the losses are geographically and socially concentrated, the central policy question 

becomes how to recognize and compensate for those losses. 

 Yet focusing only on these losses leads to an incomplete understanding of trade’s 

effects. Lower prices were not the only consequence of expanded trade. Many supporters 

of free trade argue that competition from foreign firms can force domestic businesses to 

improve. The furniture industry illustrates this point. As foreign furniture became harder to 

compete against, many American furniture companies changed their business strategies, 

invested in new technology, reduced costs, and focused on more specialized products. In 

some cases, these changes helped companies become more productive and efficient, 

benefiting both businesses and consumers. 

 As furniture companies adopted new technology and became more efficient, they 

often needed fewer workers than before. In communities where furniture manufacturing 

had once anchored the local economy, layoffs became common, some residents moved 

elsewhere in search of work, and local businesses lost customers. These changes reduced 

the tax revenue available to support schools and public services. Trade helped lower prices 

for consumers and improved efficiency in parts of the economy, but it also contributed to 

hardship in many manufacturing towns. The same economic changes that benefited some 

Americans created serious challenges for others. 
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 A simple example shows why looking only at the total numbers can be misleading. 

Imagine 100 million people each save $5 a year because of cheaper imports. That adds up 

to a lot of money, but it can still be very different from the experience of 10,000 workers 

who each lose $50,000 in lifetime earnings after losing their jobs. The savings are spread 

out, so most consumers probably do not take significant notice of it. For the workers who 

lose their jobs, though, the impact can last for years. This is why something that looks like 

a good deal for the country as a whole can still seriously hurt certain towns and workers. 

 There is also the issue of dependence on China. Over the years, the U.S. has let some 

domestic manufacturing decline while becoming more dependent on foreign supply chains. 

This matters for important products and materials used in electronics, medicine, defense, 

and other industries. As tensions between the U.S. and China have grown, that dependence 

has become a risk. Rare earth materials are a good example because they are important for 

things like missiles, satellites, fighter jets, and other advanced technology, and China has a 

major role in their supply. Cheaper imports can make production more efficient, but relying 

too heavily on one country can also leave the U.S. less prepared when supply chains are 

disrupted. 

 

POLICY IMPLICATIONS: ADJUSTMENT ASSISTANCE, TARIFFS, AND SUPPLY-CHAIN 
RESILIENCE 

This problem became more obvious during the trade disputes that came later. In 2018, the 

Trump administration placed tariffs on Chinese furniture and other products to support 

American manufacturing. But the tariffs also showed how dependent many U.S. businesses 

had become on cheap goods from China. Small manufacturers, retailers, and suppliers that 

relied on those low prices suddenly had to deal with higher costs. This shows that the issue 

was not just about whether the U.S. should trade with China. The U.S. benefited from 

cheaper imports for years, but it did not do enough to help the workers and communities 

affected by the changes. At the same time, the country became more dependent on Chinese 

supply chains, which created a bigger problem when trade tensions increased.  

 

Table 2: Trade Adjustment Assistance certifications for furniture-industry workers 

Subject Firm Location Impact date 

HDM Furniture Industries, Inc., Herendon Plant 10, 

Furniture Brands International, Furniture Brands 

Resource. 

Mt. Airy, NC April 16, 2011 

HDM Furniture Industries, Inc., Herendon/Maitland, 

Furniture Brands International, Furniture Brands 

Resource. 

High Point, NC March 31, 2011 

Workforce Carolina Working On-Site, at HDM Furniture 

Industries, Inc. 

Mt. Airy, NC February 13, 2010 

The Personnel Center, Inc. and Onin Staffing, Working 

On-Site at HDM Furniture Industries, Inc. 

High Point, NC February 13, 2010 

(Source: Congressional Research Service. U.S. Department of Labor, Employment & Training 

Administration) 
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 A serious policy response to trade displacement could have included portable 

benefits that were not tied to specific employers, such as wage insurance for workers forced 

into lower-paying jobs, well-funded retraining programs that matched actual labor demand, 

and sustained regional investment in communities such as High Point that were built around 

furniture production and exposed to Chinese competition. For example, the Trade 

Adjustment Assistance program was created to help workers affected by trade, yet it was 

chronically underfunded during the Reagan administration and again by Congress in 2011. 

 When it comes to dependence on foreign goods, some recent investment decisions 

show what a different strategy could look like. After debates over tariffs and bringing more 

manufacturing back to the U.S., companies like NVIDIA announced large investments in 

American AI infrastructure in 2025, while some Asian car companies increased their 

manufacturing in the United States. This shows that foreign companies can also build 

factories, create jobs, and invest in the U.S. economy. This can help strengthen American 

supply chains and make the country less dependent on imports. Still, these investments do 

not completely fix the problems faced by communities that have already lost major 

industries.  

 This analysis also faces certain limitations. Since it mainly utilizes secondary sources 

and examples from specific industries, it does not depend on its own economic model to 

measure the overall effect of Chinese imports on the U.S. economy. The furniture industry 

is also just one example and does not show what happened in every industry. Different 

industries have different types of workers, supply chains, and levels of competition from 

other countries. Because of this, the main goal of this paper is not to provide a new 

statistical estimate. Instead, it looks at how the benefits of trade, the losses faced by 

certain workers and communities, and the risks of depending too much on foreign suppliers 

are connected. 

 These policies also show that the argument is not as simple as choosing between free 

trade and protectionism. A bigger question is how the U.S. handles trade and what it does 

to make sure the benefits are shared more fairly. Helping workers adjust is not easy. 

Retraining programs cost money, investments in struggling communities do not always work, 

and it can take years before new policies actually make a difference. That does not mean 

the government should ignore the problem. It raises an important question: if the country 

benefits from trade overall, should it also do more to help the workers and communities 

that end up paying the price?  

 

CONCLUSION 

This paper brings together three issues that are usually looked at separately: the benefits 

of trade, the job losses caused by import competition, and the risks of relying too much on 

foreign supply chains. Looking at all three helps explain why it is hard to say whether Chinese 

imports hurt the U.S. economy just by looking at prices or GDP growth. Those numbers 

matter, but they do not show the full impact on workers, businesses, and local 

communities.  

 The decline of North Carolina’s furniture manufacturing did not appear as a line item 

in the U.S. GDP figures, which recorded growth during the same decades. Instead, its costs 

appeared in the lives of displaced workers, in High Point’s shrinking tax base, and in the 
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slow decline of a community that had built itself for decades around work that no longer 

exists. 

 Trade with China had both positive and negative effects on the U.S. economy. The 

real question is not whether it was completely good or bad, but who benefited, who was 

hurt, and whether the government did enough to help the people who lost out. Lower prices 

and other trade benefits spread across millions of consumers, while job losses were much 

more concentrated in certain industries and communities. Looking only at overall economic 

numbers can hide that difference. Relying on foreign supply chains also makes the U.S. more 

vulnerable in important industries. 

 The U.S. had ways to deal with these problems, but those policies were not always 

used enough or consistently. The bigger issue was not simply that imports from China were 

cheap. Many workers and communities were expected to deal with the consequences on 

their own. High Point is a good example of how a country can become more efficient overall 

while a specific community experiences major economic decline. Going forward, the U.S. 

can still benefit from trade, but it also needs stronger support for workers, more investment 

in struggling communities, and more reliable supply chains. That would make the benefits 

of trade more likely to reach more Americans instead of helping some groups while leaving 

others behind. 
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