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Abstract: A Global Perspective on the US-China Trade War: Causes, Consequences, and Implications. The
US-China trade war, ignited by the protectionist rhetoric of former President Donald Trump, has had profound
implications for global economic relations. This paper seeks to examine the chronological development of the
trade war, its underlying causes, and the far-reaching consequences it has had on the relationship between the
two superpowers. Additionally, it explores the potential ramifications for the Indo-Pacific region and the
dynamics of the US-Russia relationship.The trade war has emerged as a complex issue, with both the US and
China resorting to retaliatory measures, resulting in a vicious cycle of tariffs and sanctions. Through a thorough
investigation, this paper aims to shed light on the impact of these measures on the competitive advantage of
American companies compared to their Chinese counterparts. Furthermore, it delves into China's
countermeasures and their effects on the country's economy and industrial development.To ensure a
comprehensive analysis, the paper draws on a thorough literature review, referencing various studies that
explore the root causes and economic impact of the trade war. It places the trade war within its historical
context, drawing parallels with past conflicts such as the US-Japan trade war, and examines the political
motivations behind the current tension between the US and China.The analysis incorporates relevant statistical
data, including trade deficit figures and the composition of imports and exports between the two nations. By
doing so, it aims to paint a clear picture of the economic ramifications of the trade war on both countries and the
global economy.In conclusion, the paper underscores the necessity of adopting a pragmatic and rational
approach to address the US-China trade war. It advocates for both nations to seek common ground while setting
aside their differences to achieve mutually beneficial cooperation. Moreover, it emphasizes the significance of
innovation, industrial upgrading, and international collaborations for China's economic development amid the
ongoing trade war.By presenting a comprehensive examination of the US-China trade war and its implications,
this paper contributes to a deeper understanding of the global economic landscape and the critical need for
constructive engagement between major economies.

Keywords: Trade, US-china relations, Exchange rate policy, Pegged exchange rate, Chinese Yuan, Exports,
Imports, Trade deficit.

Introduction

The US-China trade war has been a result of a nearly 4-year constant rhetoric of the 45th president of the United
States Donald Trump on the importance of protection of US industry, particulary heavy industry. The populist
policy of Mr. Trump has left the US economy in a worse shape than before the trade war. All signs point to an
increasing degree of de-globalization. This had started with the trade wards, continued with the COVID-19
lockdowns and culminated in 2021-2022 with supply chain disruptions (Pato et al, 2020; 2022). The 2008 crisis
created additional pressures that national economies are still facing today (Csiszarik-Kocsir, 2011a; 2011b;
Csiszarik-Kocsir — Medve, 2012a; 2012b; Csiszarik-Kocsir — Fodor, 2013; Csiszarik-Kocsir et al, 2013).
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US-China tensions are escalating not only from an economic standpoint, but also from a military standpoint.
The question is, which superpower will dominate the indo-pacific for the next century. The US should consider
two possible fronts — the indo-pacific theatre, with a fierce trade and tech war with China, and a northern theatre
with a possible confrontation with Russia. (Klitgaard & Schiele,1997) The Russia-Ukraine war had prompted
US policy makers to supply military and funds to Ukraine. The loss of Ukraine would render the US incapable
of containing China.

The trade war sets the stage for a new form of confrontation (Garai-Fodor et al, 2022a; Pervez et al, 2022). Such
a confrontation can be regarded as a double-edged sword, since the nation which raises tariffs will be met with
retaliation from the nation it raised the tariffs against (Garai-Fodor et al.,2022b; Garai-Fodor,2023) This
retaliation might be in the form of sanctions or a counter increase in tariffs. When China joined the WTO in
2001 under the pressure from the Clinton administration the world was under a unipolar world order. The US
made China a very strong economically advanced country (Foldi,2015a, 2015b; Fajgelbaum & Kandelwal,
2022).

This paper is concerned with the question: do trade deficits truly decrease the competitive advantage of
American companies over Chinese ones. We also show the chronology of the trade war, its reasons and China’s
countermeasures.

The Beginning and Present Situation of China-US Trade War

It is widely believed that the symbol of the starting point of the CN-US trade war is that Trump signed a
declaration announcing that tariffs on 60 billion US dollars of goods imported from China will be levied.
(Baranyai et al., 2023) The Ministry of Commerce of China then immediately announced a countermeasure
intending to impose tariffs on commodities imported from the United States. (Garai et al.,2023; Foldi &
Medveczky, 2015)

But the outbreak of the CN-US trade war has a longer brewing period. Frankly speaking, after the United States
provided China a PNTR in 2000, US-China trade entered a new era (Wang,2020; Shea, 2018; Sachs,2018). In
2001, China's entry into the WTO further promoted US-China trade relations (Lincicome, 2020; Foldi, 2015a;
Chang et al.,2021)

At the same time, American businessmen complaining about Chinese regulations and intervention have
gradually increased, and consecutive US governments have continuously received cases of Chinese protectionist
laws and policies such as investment restrictions, import quotas, and forced transfers of technology by foreign
companies (Groenwold i& He, 2007; Loblin et al.,2017) The United States' long-standing huge trade deficit
with China has also repeatedly caused controversy between the two countries (Lau, 2019; Perverz et al.,2022)

In order to break China's trade barriers, President Obama has tried to isolate China and force it to change unfair
trade practices through the Trans-Pacific Partnership Agreement (TPP).(Csapé et al.,2018;Bozsik et al.,2023)
But as soon as Trump took office, as one of his campaign promises, Trump quickly announced the withdrawal
of the United States from the TPP and in 2017 directed the Office of the United States Trade Representative to
launch a trade investigation into China (Narine, 2018; Goboly & Foldi,2022; Fodor,2022). Before Trump
announced tariffs on commodities imported from China on March 22, the US government successively
announced punitive or additional tariffs on imports of mechanics, electronic devices and natural resources
(Garai,2022; Garai et al., 2022; Bozsik, 2022).

Method
An Analysis of the Reasons for the China-US Trade War

The reason why US launched the trade war is that there is a trade deficit of 200 billion US dollars between the
two countries. How did the $200 billion trade deficit come about? Is it really scientific and objective for the
United States to calculate this trade deficit unilaterally?

According to the pictures, the US trade deficit with China in 2016 reached 347 billion US dollars, nearly 47.3%
of the total US trade deficit in goods. Japan and Germany are the second largest countries with 9.4 percent and
8.9 percent, respectively.
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Total imports and exports of the United States during recent years
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Figure 1. Total imports and exports of the US during recent years. Source: World Bank

Since China became a member of WTO, the trade deficit of the United States with China has gradually
increased from 20.2% in 2001 to nearly 50%. However, the fact is that the deficit is overestimated under the US
statistical method because of the statistical differences between the United States and China. China uses raw
materials from European and American countries to process and assemble products, and then sells them to
European and American countries. But the United States neglected this point when calculating the trade balance,
which led to such a huge trade deficit between The United States and China. Therefore, although the trade
surplus between the United States and China is in China, the interest surplus is in the United States. To sum up,
it seems untenable to wage a trade war based on trade deficit alone. Moreover, Trump has a commercial
background and cannot fail to understand the importance of it. Historical experience has proved that the contest
between major powers, especially between the first and second powers, is not more an economic performance,
but an international political act.

Composition of the us trade deficit (2016)
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Figure 2. Composition of the US trade deficit. Source: World Bank

As is shown in Figure 3, the types of goods imported by the United States from all over the world are relatively
average. The top three types of goods imported by the United States are mechanical, electronic and chemical
and health products. Chinese goods make up 11%, 41% and 9% of the total imports of these three types of
goods respectively. In addition, China's clothing and living and office supplies account for 41% and 32% of
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America's imports, respectively. Therefore, electronics, clothing and living and office supplies are the most
important three types of China's exports in the CN American trade structure.
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Figure 3. Structure of US imports. Source: World Bank

In Figure 4 we can see that the import of American goods in China, since the 2009 and 2012, the United States
after some relax restriction on China's high-tech products exports, China's high-tech technology products
imported from the United States have different degree of rebound, and high-tech products imported in 2016 fall
also dragged down the growth. Thus, American restrictions on Chinese technology exports are an even more
important obstacle to CN American trade.

The United States exports high-tech products to China
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Figure 4. The US exports high-tech products to China. Source: World Bank

Back in the 1960s, the United States also launched a trade war against Japan on the basis of its trade deficit.
During the 30 years from 1960 to 1990, the United States and Japan had played seven rounds of games on
textiles, color TV, steel, automobiles, exchange rates, semiconductors and structural trade, which led to a 20-
year downturn in Japan's economy. At the same time, there is another factor that cannot be ignored, namely, the
impending mid-term elections in the United States. Looking back on history, we can easily find that almost all
presidential candidates have attacked China in the campaign since China's rise. For example, during his
presidential campaign, Trump made a lot of comments complaining about the US trade deficit against China,
accusing China of manipulating its exchange rate, and even threatening to impose a 45% tariff on Chinese
imports. In the face of the mid-term elections, it is not difficult to understand Trump's initiation of a trade war
with China. Although campaign slogans do not imply a real policy toward China after election, they are a
campaign strategy for candidates. Therefore, the CN-US trade war is not a sudden occurrence, more is the deep
concern of the United States about China's rise.
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China’s Countermeasure

While the trade war brings challenges to China's economy, it also provides opportunities for China's industrial
upgrading and optimization. First of all, China implements an innovation-driven development strategy,
promotes the optimization and upgrading of the manufacturing industry, and accelerates the deep integration of
its application with industrialization. Since the beginning of reform and opening, China's manufacturing
industry has maintained rapid growth and established an independent and integrated industrial system covering a
wide range of sectors. At the same time, it has promoted industrialization and modernization and significantly
enhanced China's overall national strength. There are obvious gaps in the capacity of independent innovation,
efficiency of resource utilization, level of industrial structure, degree of informatization, quality and efficiency,
environmental protection, and other aspects. China's task of transformation, upgrading and leapfrog
development is still urgent and arduous. Premier of China government said on the 2016 Asian BBS that the
focus of the made in China 2025 breakthrough should be mainly on the integrated development with the Internet
and accelerating the development of China's industry (Hosain & Hossain, 2019). The core of made in China
2025 is to realize intelligent upgrading of manufacturing. The combination of the Internet, mass
entrepreneurship and innovation, and made in China 2025 will lead to a new industrial revolution. Secondly, the
Trump administration should be aware of the possible costs of starting a trade war, such as the rising cost of
living and inflation of American residents, the trade deficit will not decrease if China reduces imports, and the
decline of support in mid-term elections. There will be no winner in a trade war, and relevant industries in China
will suffer from it. The government should do a good job in subsidizing the relevant losses to ensure the normal
operation of relevant industries and minimize the losses. Third, China should take the One Belt and One Road
initiative as an opportunity to unite with the Asia, Africa and Europe. China can make use of the good
opportunity of "One Belt and One Road" and the achievements of "One Belt And One Road" strategy to unite
the countries along the belt and road, promote the complementary advantages between China and the countries
along the road, giving the promotion of the structural transformation, upgrading and optimization of the
manufacturing industry, and achieve a win-win situation. Although developing countries account for the
majority of the “Belt and Road” countries, as national support is strengthened, opportunities in the “Belt and
Road” direction will not be ruled out in the future.

Conclusion

With the rise of the core competitiveness game among global powers, the protectionist color of the high-tech
field will only become stronger and frictions will become more frequent in the future. The CN-US trade conflict
may be inevitable, which will force China to accelerate its industrialization High-end chain promotion layout.
We should learn from other countries in product design, pack the products as a whole, improve the quality of the
products, use modern marketing methods and other brand wars, and strive to create international famous brands.
When undertaking industries, China should choose high value-added or high-tech industries and abandon those
industries with high pollution and high energy consumption. In addition, China should enhance and improve the
service industry and tertiary sector, actively expand emerging markets, and tap new products with comparative
advantage in export. China should also transfer some products with low added value to other countries for
production through foreign direct investment, encourage enterprises to go to the world, so as to optimize the
industrial structure. CN-US economic and trade issues have accumulated over time and space in the course of
decades of development. Responsibility cannot simply be attributed to the Chinese side, nor can it be resolved
overnight by "forced twisting"”. Recognizing this reality, we can really find the starting point for solving the
problem. You know, the accumulation of thousands of miles, the accumulation of small streams into rivers and
seas. Now, The United States and China agree to go step by step, which is the embodiment of seeking common
ground while shelving differences and adopting a pragmatic and rational approach to constructive action. The
United States and China should make every effort to ensure that bilateral relations develop along the right track.
The economic and trade friction over the past year has fully proved that the comparison of the strengths of the
United States and China has determined that neither party has the ability to "roll over" the other. The truth that
"the trade war has no winner" is getting more and more popular. The factors of win-win cooperation are
converging, and the more they gather, the stronger
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