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Abstract 

 

(ENGL) Since 2018, the two largest economies in the world, the U.S., under the Trump 

Administration, and China, under Xi Jinping mandate, have been stuck in a trade 

dispute. Washington alleges that Chinese "unfair" practices have led to a bilateral 

unbalanced trade deficit for Americans, in addition to the theft of intellectual property, 

and to threaten national security. Trump took the first tariff measures on steel and 

aluminium imports in general and then specifically against Chinese imports. The 

development of the conflict has been marked by uncertainty, reflected in the Trade 

Policy Uncertainty (TPU) index, by an increase in prices of imported goods borne by 

the U.S. consumers, and by trade diversion. At the time of writing, the on-going trade 

war is de-escalating after two years of tit-for-tat import tariffs and on-again-off trade 

talks. However, the current COVID-19 pandemic could strain relations. This research 

aims to analyse in detail the sources and the consequences of the China-U.S. dispute. 

According to an IMF study (2019), the long-term effect of this trade war is expected to 

be a reduction in global output of 0.2%. 

 

(ESP) Desde 2018, las dos economías más grandes del mundo, los EE. UU., bajo la 

administración de Trump, y China, bajo el mandato de Xi Jinping, se han visto 

atrapadas en una disputa comercial. Washington alega que las prácticas "injustas" de 

China han llevado al país a un déficit comercial bilateral desequilibrado para los 

estadounidenses, así como también al robo de propiedad intelectual y a amenazar la 

seguridad nacional del país. Trump tomó las primeras medidas arancelarias contra las 

importaciones de acero y aluminio en general y, más adelante, contra las 

importaciones chinas específicamente. El desarrollo del conflicto ha estado marcado 

por la incertidumbre, reflejada en el índice de Incertidumbre de la Política Comercial; 

por un aumento en los precios de los bienes importados a cargo de los consumidores 

estadounidenses; y por la desviación del comercio. En el momento de escribir este 

trabajo, la guerra comercial en curso se encuentra en fase de desescalada después de 

dos años de aranceles a las importaciones y de negociaciones comerciales 

intermitentes. Sin embargo, la actual pandemia del COVID-19 puede tensionar las 

relaciones. Este trabajo tiene como objeto analizar en detalle las fuentes y las 

consecuencias de la disputa entre China-EE.UU. Según un estudio del FMI (2019), se 

espera que el efecto a largo plazo de esta guerra comercial sea una reducción de la 

producción mundial del 0.2%. 

 

(CAT) Des del 2018, les dues grans economies del món, els EUA, sota l‟Administració 

de Trump, i la Xina, sota mandat de Xi Jinping, han estat implicades en una disputa 

comercial. Washington al·lega que les pràctiques "injustes" xineses han comportat un 

dèficit comercial bilateral desequilibrat per als nord-americans, el robatori de propietat 

intel·lectual i la amenaça de la seguretat nacional. Trump va prendre les primeres 

mesures aranzelàries contra l‟acer i alumini  en general i, després, específicament 

contra les importacions xineses. El desenvolupament del conflicte ha estat marcat per 

la incertesa, reflectida al índex de incertesa de la política comercial; per un augment 



dels preus de les mercaderies importades suportat pels consumidors nord-americans;  

i pel desviament comercial. En el moment d‟escriure aquest treball, la tensió de la 

guerra comercial en curs està minvant després de dos anys d‟aranzels a la importació. 

No obstant això, l'actual pandèmia del COVID-19 pot tensionar les relacions. Aquest 

treball de recerca pretén analitzar amb detall les fonts i les conseqüències de la 

disputa entre Xina-EUA. Segons un estudi del FMI (2019), es preveu  que l'efecte a 

llarg termini d'aquesta guerra comercial sigui una reducció de la producció global del 

0.2%. 

  



1 
 

1. Introduction 

Objectives 

The general objectives (GO) and its specific objectives (SO) of this report are 

those described as follows: 

GO1. Ex-ante: An understanding of changing economic relations between 

China and the U.S. during de last decades 

SO1. The effects of trade liberalization in terms of prices and welfare 

SO2. Discuss the relation between value-added and trade imbalances 

SO3. Explain the deep causes that have nurtured this conflict 

GO2. Ex- post: Explain the effects of the trade tariffs inflicted 

SO1. Identify which economic agents have borne the burden of tariffs 

and to what extent 

SO2. Analyse how trade patterns have changed worldwide and identify 

which countries have benefited from the trade war 

SO3. Projections of the effects on the Chinese, American and world 

economies 

Structure 

This paper addresses the current trade conflict between China and the United 

States in four parts. The first part will be devoted to an analysis of the evolution 

of the Sino-American economic and political relations. An approach to know its 

origins and current situation. Due to its importance, this part of the content will 

also expose the gains and losses of trade liberalization between the two 

countries once China joined the World Trade Organization (WTO). The second 

part addresses the causes of this conflict, which includes bilateral trade 

imbalances, industrial policy, and national security. The third part will consist of 

a timeline of the main events and measures imposed by China and the United 

States over the past two years. We will shed light to the commitments agreed 

on the "Phase One" Deal signed in January 2020. The fourth part will be focus 

on the effects the trade war have had so far in term of uncertainty, prices and 

welfare, production, trade diversion and in the Global Value Chain (GVC) order. 

The fifth part covers briefly the outcomes and projection for this conflict. Finally, 

this report presents the conclusions. 

Research methodology 

The methodology used to carry out this report is based on descriptive-

explanatory methodology. On the one hand, it seeks to analyse and investigate 



2 
 

aspects of the political-economic reality of both countries and their 

interrelationships during recent years. On the other hand, an explanatory 

analysis is carried out to try to determine the causes and consequences of the 

trade conflict. For this, especially in section 5, the papers it is based on this 

work, use the Global Trade Analysis Project (GTAP) model. It is a static model 

use to investigate international policy issues. However, other papers use the 

model developed by the World Trade Organization jointly with the GTAP (the 

WTO Global Trade Model) which differs in the sense to be a dynamic tool that 

estimates medium/long-run effects of economic policies (Bekkers and 

Schroeter, 2020).  

The report is based on a bibliographic and electronic search of the information 

applied to the subject in question. Information resources are mainly electronic. 

All documents consulted are specified in the bibliography section of this report. 

2. Sino-American economic relations  

2.1. Background 

From the economic literature, there is a consensus that trade is a positive-sum 

game. Nevertheless, it is important to keep in mind that not all economic agents 

will be better off. According to Hornok and Koren (2016), when trade occurs, all 

countries involved enjoy an overall net welfare gain in terms of comparative 

advantage, economies of scale or consumer benefits (more product varieties 

and larger market). Therefore, why are the two largest economies currently 

engaged in such a damaging trade war? 

Professor Min-hyung Kim (2019) suggests that the roots of the current Sino-

American conflict can be found in two theories of international relations: 

Hegemonic Stability Theory (HST) and Power Transition Theory (PTT). 

The first theory corresponds to the Hegemonic Stability Theory (HST), 

concerning the economic and political dominance of the United States. It was 

first mentioned by Kindleberger in 1973 to explain the Pax Americana (Kim, 

2019), and he stated: 

“A liberal economic order needs leadership, a country that is prepared, 

consciously or unconsciously, under some system of rules that it has 

internationalized, to establish standards of conduct for other countries; 

and seek others to follow them.” (Kindleberger, quoted in Lawson, 1983, 

p.3) 

The United States emerged after the two World Wars as the guarantor of 

western stability. Thenceforth, the rules of interstate relations have been ruled 

by the international liberal order, where the U.S. principles and interests have 

prevailed (Kim, 2019). To illustrate, the dollar has had the status of dominant 
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currency in the international monetary system during the Bretton Woods system 

and after it collapsed and became the fiat currency system. This allowed the 

U.S. to benefit from several opportunities described by Wang (2017): 

- “The ability to manage the balance-of-payments deficit that others could 

not; 

- The willingness of official foreign institutions to buy bonds and hold the 

US government; 

- The related and crucial discretion of the Federal Reserve to implement 

an expansionary monetary system to stimulate a recessionary economy 

or inflate away debts.” (Wang, 2017, p.32) 

The second theory corresponds to the Power Transition Theory (PTT). China's 

economy experienced rapid growth due to Deng Xiaoping's Reform and 

Opening-up policy in the late 1970s (Wang and Zeng, 2020). The government 

committed to transform the Chinese economy without leaving the political 

regime, in order to turn China into a relatively modern state. Following the 

footsteps of its Asian neighbours, the People’s Republic of China (PRC) created 

a favourable environment for foreign investment and business, stimulating its 

rapid accumulation of capital (Wang and Zeng, 2020). The set of reformist 

measures were focus in two directions. On the one hand, the Four 

Modernizations plan consisted of liberalizing measures in the agriculture, 

industry, army, science and technology sectors. On the other hand, to finance 

the entire process, the Chinese government abandoned its autarky and set the 

Open Door policy (Chamorro, 2008). According to Galbraith (2000), the goal of 

this policy was: 

- The accumulation of hard currencies (such as the dollar, as it was likely 

that it will not fluctuate greatly) to finance imports of capital equipment 

and debts 

- The accumulation of technology,  

- Encourage Foreign Direct Investments (FDI)  

- Decrease the reliance on bank loans 

As a result, since China began to Opening-up and Reform (1978), their 

economy has doubled every seven years according to the Rule of 72, which 

consists on divide 72 by the annual growth rate (Belfer Center, 2018). To put 

into perspective both countries, at the beginning of the 21st century, the 

Chinese economy was barely half the size of the United States, however, 

according to IMF data, collected by the Belfer Center (2017), by 2014 it was 

ranked as the second power in terms of GDP PPP (Purchasing Power Parity), 

and the predictions foresee that it will be the world leader by 2024. 
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Illustration 1. U.S. vs. China GDP (PPP) in billions of dollars 

 

Source: IMF, Economist Intelligent Unit. Belfer Center. (2017). Can America and China Escape 

Thucydides‟s Trap? 

The HST and PTT theories share the fear of the United States of being 

surpassed as a world power. This idea is related to the historical metaphor of 

the Thucydides Trap coined by Harvard professor Graham Alisson. The 

exposition of this term is that “when a rising power threatens to displace a ruling 

one, the most likely outcome is war” (Belfer Center, 2017). In 2015 the 

professor already predicted the possible clash between the two powers, based 

on a study of past experiences where on 12 out of 16 occasions where an 

emerging power threatened, the result was confrontation between the two 

(Allison, 2015). 

2.2. China's accession to the World Trade Organization (WTO) 

2001 was a turning point for trade relations between China and the United 

States. Before 2000, the U.S. manufacturing imports from China faced import 

tariffs, albeit generally low, as it was classified as a non-market economy. 

However, this low tax of 4% needed an annual approval from the U.S. 

president, which in case of failure increased to 37% (Pierce and Schott, quoted 

in Crowley, 2019). In 2000, the U.S. changed the trade policy towards China 

with the Permanent Normal Trade Relations (PNTR), which mainly eliminated 

uncertainty. In December 2001, China's entry into the WTO marks a milestone 

for international relations in general and for international political economy in 

particular. Its entry was a commitment to a progressive adaptation of different 

economic measures: 

- “Principle of non-discrimination, which involves eliminating the dual price 

system or reducing trade restrictions; 

- Market opening principle, which implies reduce tariffs, eliminate non-tariff 

barriers and open the service sector; 
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- Transparency and predictability of trade. China is obliged to publish all 

regulations (laws, regulations, etc.) related to trade; 

- Principle of undistorted trade: affects matters such as subsidies, anti-

dumping measures or safeguards; 

- Trade and investment regimes: measures for non-discrimination, 

elimination of export subsidies or agricultural subsidies internal limited to 

8.5% of the value of production.” (Gertler, 2004, quoted in Chamorro, 

2008, pp.15-16) 

However, China’s developing country status allowed the country to use some 

protectionist measures to encourage its industrialization (Liu and Woo, 2018). 

Therefore, all the WTO requirements commented above allow China some 

leeway. 

2.2.1. Benefits of trade liberalization 

Amiti, Dai, Feenstra and Romalis, (2017) conducted theoretical framework 

research, three years ago, with interesting findings: “China's WTO entry 

reduced the U.S. Price index of manufactured goods by 7.6%, ( around 1% a 

year) between 2000 and 2006” (Amiti et al., 2017). According to the analysis 

carried out, this effect occurred for two different reasons. 

Firstly, after China entered into the WTO, all Chinese import tariffs were 

lowered. The consequent effect of this decrease in input tariffs was an up 

growth of imported intermediate goods which boosted total factor productivity of 

Chinese companies (due to lower marginal costs). At the same time, it dropped 

China's export prices in the U.S. market and thereby increased its market share. 

This effect is illustrated in Figure 1., where Chinese export-oriented firms that 

experienced the largest shrinkage in input tariffs (red line) grew much more. 

(Amiti et al., 2017) 

Figure 1. China’s export growth to the U.S. and input tariff cuts 
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Source: UN Trade Database Office. Amiti, M., Dai, M., Feenstra, R., Romalis, J. (2017). How 

did Chinese consumers gain access to the WTO US consumers?. 

Secondly, China no longer faced the uncertainty of higher tariffs on its exports 

from the U.S., as the status of permanent normal trade relations was granted. 

Therefore, as can be seen in Figure 2., Chinese exports to the U.S. grew 

especially after 2001  (Amiti et al., 2017). 

Figure 2. China’s exports of manufactured goods 

 

Source: UN Trade Database Office. Amiti, M., Dai, M., Feenstra, R., Romalis, J. (2017).How did 

Chinese consumers gain access to the WTO US consumers?. 

It is worth noting that China’s cheaper export prices resulted in competing 

companies either to reduce prices or leave the market (Amiti et al., 2017). 

Pierce and Schott (2018) suggest that the sharp decline in U.S. manufacturing 

employment is related to the increase in the long term aggregate labour 

productivity. The authors also mentioned that PNTR improved U.S. incentives to 

move labour-intensive production to China (Pierce and Schott, quoted in 

Crowley 2012). According to Hicks and Devaraj (2015), approximately 88% of 

job losses were due to higher productivity and technological change between 

the years 2000 and 2010.  

2.2.2. Costs of trade liberalization  

Trade liberalization in the U.S. and China had negative impacts especially for 

some regions of the United States. Several economists have written papers 

about these effects. 

Pierce and Schott (quoted in Crowley, 2019) argue that between 2000 and 2003 

there was a decline in American manufacturing employment especially in those 

firms that benefitted from the PNTR. From 1979 to 1999 U.S. manufacturing 

http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
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employment fell by 2.3 million, while just in the following 4 years it fell by 2.9 

million (Pierce and Schott, quoted in Crowley 2012). The unemployment 

affected particularly to the south-eastern part of the United States. Acemoglu, 

Autor, Dorn, Hanson, and Brendan Price (2016) estimated human capital losses 

of 2.4 million workers in the U.S. during 1999 and 2011 due to the growth of 

imports from China. Kehoe (2018, quoted in Bekkers and Schroeter, 2020) 

belief that the root of this drop in employment rates are more accurately 

explained by structural change and productivity growth. The reallocation of 

productive human capital is difficult when a large number of workers need to be 

reassigned simultaneously, therefore, distributional losses can be magnified 

(Pierce and Shott, 2016, quoted in Crowley. 2019). The political consequences 

of this scenario are the increase of anti-trade groups.  

The United States relocated various stages of its firm supply chain to be able to 

compete with Chinese industries in quality and price. This is considered 

inevitable by Liu and Woo (2018), because of the nature of each economy. The 

U.S. was capital-rich while China was labour-rich country. 

2.3. After the 2008 Global Financial Crisis 

The 2008 global financial crisis (GFC), triggered by the subprime mortgage 

crisis in the United States, led to a global recession between 2008 and 2011. 

According to WTO (2015), the volume of world exports fell by 12% in 2009. 

2.3.1. China's economic transformation 

China's exposure to the US sub-prime mortgage is unclear. The Chinese 

financial system is poorly connected to the rest of the world which allowed PRC 

to better withstand the effects of any financial crisis (Ríos, 2015). According to 

Ríos (2015), this market is still basically controlled by the State, although banks 

have a considerable level of autonomy. 

Months before the outbreak of the crisis, in 2007, Chinese Premier Wen Jiabao 

characterized China's growth as “unstable, imbalanced, uncoordinated and 

unsustainable” (IMF, 2007; Wang and Zeng, 2020). With these adjectives, the 

minister confirmed the fragility of the Chinese economy which relied excessively 

on global trade and FDI. As can be seen in Figure 3., in February 2009, when 

the crisis had already spread, China's exports fell by 25.7% and imports by 

24.1%, compared to the previous year. Again, if we compare FDI flows to China 

months before the outbreak of the crisis, in April 2009, the FDI increased by 

70.2%, in contrast to the decreased by 22.5% in April of the following year 

(Morrison, 2009). 
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Figure 3. Changes in China’s monthly trade and FDI Inflows: April 2008- April 

2009 (year on year basis) 

 

Source: Global Insight and China’s Customs Administration. Morrison, W.M. (2009). China and 

the Global Financial Crisis: Implications for the United States.  

China's response to the crisis 

Morrison (2009) studies the different measures adopted by the Chinese 

Government. In these circumstances, Xi immediately put into action a series of 

rescue policies, including the mega fiscal stimulus plan and the expansive 

monetary policy in 2009. These policies sought to respond to the needs of 

companies, but also farmers and other sectors of the population. The projects 

started in November 2008 and consisted of a two-year stimulus package 

equivalent to 13.3% of China's GDP in 2008 (Morrison, 2009). The PRC was 

largely devoted to support infrastructure projects, specifically key sectors for 

China’s growth through incentives (tax reduction), subsidies to companies and 

consumers, aid to invest abroad or promote technology, among others. 

Besides, the Chinese government also lowered interest rates and increased 

bank credit to different sectors. China extended all those efforts to the whole 

population, specially to the rural areas, which where the more impoverished 

(Morrison, 2009). 

New type of great power relations 

Once the crisis was over, Xi Jinping pushed for a new type of relationship 

between the great powers (Wang and Zeng, 2020). In 2012, the Chinese leader 

https://fas.org/sgp/crs/row/RS22984.pdf
https://fas.org/sgp/crs/row/RS22984.pdf
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aimed at transforming China's growth model from one driven by exports and low 

efficiency to one driven by internal consumption and innovation. In this sense, it 

is worth mentioning three challenges for global governance described in a 

recent paper by Min-hyung Kim (2019). These are Silk Road Economic Belt 

(BRI), Made in China 2025 and the creation of the Asian Infrastructure 

Investment Bank (AIIB) (Kim, 2019). 

First of all, in May 2015, the State Council of China published a national 

strategy called Made in China 2025 (MIC2025). The name seeks to reverse the 

concept commonly known from Made in China as low-quality and cheap 

products. Instead, MIC 2025 is a blueprint to remodel Chinese companies into a 

high-tech powerhouse for emerging innovations (Kim, 2019). In illustration 2., it 

is shown the target industries and the advantages. 

Illustration 2. The key sectors that will benefit from MIC 2025 

 

Source: Institute for Security and Development Policy. (2018). Made in China 2025. 

MIC 2025 emphasizes domestic manufacturing production. Liu and Woo ( 2018) 

report that one of the objectives is self-sufficiency, defined as the manufacture 

of 70% of key components and materials in industries such as 

telecommunications. In other words, it seeks to reduce China's dependence on 

foreign technology. However, what differentiates this plan from others such as 

Germany Industry 4.0 (in 2013), is the preferential access to capital to domestic 

https://isdp.eu/content/uploads/2018/06/Made-in-China-Backgrounder.pdf
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companies and the improvement of its own competitiveness by introducing 

foreign technology (ISDP, 2018).  

Secondly, China's BRI project is part of the One Belt, One Road in 2013. This 

project is in line with The Silk Road Spirit. According to the government, it is 

aimed to promote economic prosperity between different continents (Figure 3.), 

but, at the same time increasing China’s influence worldwide (Kim, 2019). 

Illustration 3. China's One Belt, One Road 

 

Source: Bloomerg 

Thirdly, the financial sphere corresponds to the Asian Infrastructure Investment 

Bank (AIIB). The reason for this institution is the need to finance the 

infrastructures and to turn the Chinese currency (Renminbi) into a global 

reserve currency. The roles of the AIIB confront with those that already have 

institutions such as the World Bank (Kim, 2019). 

China's economy today is very different from the one that was. It is one of the 

main trading partners for advanced countries and there is an increasing 

reciprocity in economic relations (Liu and Woo, 2018). 

China's Role in Global Value Chains (GVCs) 

China's participation in the world production order has gone from simple 

assembly to include intermediate goods with higher value-added. Garcia 

Herrero and Nguyen (2019) have done a research to better assess the role of 

Global Value Chains in the latest years. But, what does GVC stand for? 

- It considers how internationally integrated a country's exports are in a 

value-added dimension.  

- It reflects how much of a country's gross value-added production of 

exports is used by other countries as inputs. 
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These fundamental issues are not addressed in simple gross exports. Let's look 

at Figure 4., to understand this concept. The figure shows the value of China's 

gross exports in 2018. These can be split into Domestic Value-added (DVA) 

and Foreign Value-added (FVA), amounted to 87% and 13% respectively. 

However, to obtain the GVC ratio (how much of China’s exports participates in 

the global value chain), we must separate from DVA the Domestic Value-added 

of Exports (DVX), which refers to how much of the DVA that China exports are 

used by third countries as input for their exports. This corresponds to 32%. 

Therefore the GVC ratio of China in 2018 was 45% (32% DVX + 14% FDA) 

(Herrero and Nguyen, 2019). 

Figure 4. Breakdown of China's value-added of gross exports (2018,%) 

 

Source: UNCTAD-Eora forecast database. Garcia H, A., Nguyen, T. (2019).Supply chain 

transformation: The world is more closely tied to China, while China integrates more vertically. 

According to Garcia Herrero and Nguyen (2019), since 2001, China's GVC has 

continued to grow until 2008 GFC. Thereafter, PRC has become more vertically 

integrated and less dependent on inputs of foreign shares in production, 

meaning that its domestic value-added exports have increased.  

 

 

 

 

 

 

 

 

 

https://www.bruegel.org/wp-content/uploads/2019/11/Presentation-by-Alicia-Garcia-Herrero.pdf
https://www.bruegel.org/wp-content/uploads/2019/11/Presentation-by-Alicia-Garcia-Herrero.pdf
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Figure 5. China and the World Exposure Index over time,  

 

Source: The McKinsey Global Insitute (MGI). (2019). China and the world: Inside the dynamics 

of a changing relationship.  

The McKinsey Global Institute report (2019) reflects what we have already said 

with the China-World Exposure Index (Figure 5.). As we can see, while the 

exposure of the rest of the world with China has increased, it is not the case for 

China to the rest of the world that grew slightly since 2000 but from 2008 

onwards it decreased. The foreign sector is having a supporting role since it is 

the domestic demand that drives the Chinese economy with a 76% (of GDP) 

growth between 2017 and 2018 (MGI, 2019). 

2.3.2.  The United States “Make America Great Again” 

Political realignment 

Under the Clinton Administration, the relationship between the U.S. and China 

was defined as a strategic partnership. The Bush Administration maintained a 

relationship of responsibility. The Obama Administration continued to develop 

constructive cooperation (Asia rebalance), and considered it a win-win relation 

(Wang and Zeng, 2020). On the contrary, Donald Trump, during his presidential 

campaign and when elected, argued that China's unbalanced trade could erode 

the prosperity and security of the United States (Kwan, 2019). 

Trump is committed to “Make America Great Again” and to retain America's 

leadership. Various United States government agencies expressed concern 

about China's increasing competitiveness. To give an example, in 2018 the 

United States National Defense Strategy discussed that "unfair" Chinese 

https://www.mckinsey.com/featured-insights/china/china-and-the-world-inside-the-dynamics-of-a-changing-relationship
https://www.mckinsey.com/featured-insights/china/china-and-the-world-inside-the-dynamics-of-a-changing-relationship
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practices made it a strategic competitor (Wand and Zeng, 2020). Trump 

Administration has taken different measures reviewed by Wang and Zeng 

(2020): 

Economically. The U.S. has used anti-dumping and countervailing duties 

(tariffs) to address the trade deficit with China, which will be discussed later 

(Bown, 2020a). Furthermore, the United States Treasury designated China as a 

currency manipulator, which while having no regulatory effect, heightened the 

danger of a currency war (ISDP, 2020). 

Militarily. The Trump Administration put into action the Indo-Pacific strategy to 

counter China's BRI. This regional strategy of a free and open Indo-Pacific is 

actively promoted by Australia, India, Japan and the United States. (Department 

of States, 2019) 

Technologically. Trump said in 2019 “The race for 5G is on, and America must 

win” (The Washington Post, 2019). The United States' export ban against 

Huawei showed that the U.S. is determined to win it. Therefore, the conflict did 

not only extend to a tariff war but also a technological one. The U.S. criticism of 

Chinese telecommunications companies is mainly based on the fear of possible 

spies on those platforms. That is why the U.S. Commerce Department include 

Huawei and 68 other affiliates on its Entity List (Kwan, 2019). 

Geopolitically. The United States cut formal diplomatic relations with Taiwan in 

1979 and has ever since expressed its support for Beijing's One China policy 

(BBC, 2017). However, the enactment of the Taiwan Travel Law undermines 

the one-China framework by promoting government officials visits between the 

U.S. and Taiwan (Wang and Zeng, 2020). 

Discrepancies between the WTO and the U.S. 

The WTO’s trading system brings stability and certainty to the multilateral 

trading system through a set of rules based on non-discrimination and binding 

commitments on market access (WTO, 2018). However, since the trade war 

began, this institution was unable to solve the dispute. 

After 40 years of China’s rapid growth, becoming the second-largest economy 

in the world and a major producer of products worldwide, countries such as the 

United States are no longer sympathetic to the WTO's preferential treatment of 

China (Liu and Woo, 2018). The former Director of the WTO, Pascal Lamy 

(quoted in Liu and Woo, 2018), considered dishonest to pretend that China is 

like India or Senegal. As mentioned earlier, MIC25 is an industrial policy project 

that China's government drive without any sanction by the WTO. 

Chad Bown and Hillamn (2019), clarifies that the U.S. had already exhausted 

some of the WTO measures with little effect. For this reason, in 2018 the United 

States imposed anti-dumping measures against China. 
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Specifically, one of the main reasons for the U.S. to abandon the WTO route is 

the lack of mechanisms of this institution to direct the accusations towards the 

subsidized Chinese companies. However, the drawback for the WTO to 

address it lies in the fact that subsidies to these enterprises are disguised and 

not easy to detect (aluminium sector example will be shown in section 3.2.). The 

Appellate Body (AB) is part of the WTO Dispute Settlements Body and is 

composed of seven members. However, in December 2019, the AB lacked the 

minimum number of members to function as the U.S. refused to fill the 

vacancies. The outcome is that not only the Sino-American conflict cannot be 

solved through this mechanism but any dispute that is now appealed would 

remain unsolved (Bown and Hillman, 2019). 

3. Causes of the China-U.S. trade war 

3.1. Bilateral trade imbalance 

United States trade deficit 

The trade deficit has acquired an increasing degree of politicization in the wake 

of the Trump election campaign. The macroeconomic analysis done by BBVA 

Research (2017) reports what this deficit hide. Today, technology and 

digitization play an important role and with them knowledge-intensive trade 

flows. In the case of the U.S., the service sector (communication technologies 

and digitization) has been gaining ground displacing the productive sector. 

Figure 6. shows that the last positive U.S. Balance-of-Payments (BOP) 

occurred in 1975. Ever since, during the past five decades, the United States 

has had trade deficits, it has imported more than exported to its trade partners. 

In 2006 the U.S. trade deficit was 5.6% of GDP, its highest level. Even thought, 

it should be remark that the increase in imports during 1992 and 2006 was 

supported by a high growth rate in the country of 3.7% due to the advance and 

leadership of new technologies. Furthermore, the BOP deficit was linked to 

imports of crude oil and petroleum derivatives (BBVA Research, 2017).  
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Figure 6. US Balance GDP percentage 

 

Source: BBVA Research. (2017). U.S. The trade deficit: Don‟t fear the beast. 

China trade surplus and its relation with the exchange rate 

The other side of the story is China’s chronic trade surpluses. Since 1997 

China’s trade surpluses average 3.8% of GDP (Figure 7.). The country’s current 

account balance peaked at 8.62% in 2007, but with the outbreak of the Global 

Financial Crisis, it started to decrease. Some economists link China’s high 

gross export to GDP ratio as evidence of the country’s export-driven growth (Liu 

and Woo, 2018). 

Figure 7. China Current Account in Balance of Payments (% of GDP), 1978-

2016 

 

Source: Liu, T., Woo, W.T. (2018). Understanding the U.S.- China Trade War. China Economic 

Journal. 

 

https://www.bbvaresearch.com/en/publicaciones/u-s-the-trade-deficit-dont-fear-the-beast/?idioma=es
http://faculty.econ.ucdavis.edu/faculty/woo/Woo-Articles%20from%202012/2018.Liu-Woo.Understanding%20the%20U%20S%20China%20Trade%20War.pdf
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What trade surplus has to do with exchange rates? 

“A lower exchange rate raises the domestic currency value of the export 

revenue of a firm, as well as its domestic currency value of imported 

inputs” (DOC, 2019) 

 China’s currency, RMB (Renminbi or Yuan) is pegged to the US dollar in a 

managed floating exchange rate since 1994 at 8.28 (Picardo, 2019). As shown 

in Figure 8. China’s real effective exchange rate (REER) has been depreciating 

until that year (1994), and from 1995 onwards the Renminbi was relatively 

stable compare to the previous years. The reasons for some appreciation are 

the rising of wages (in 2016, compared to Viet nam, China paid wages 307% 

higher) and China’s growing prosperity (DOC, 2019). 

Figure 8. Real Effective Exchange Rate (REER) based on manufacturing 

consumer price index for China 

  

Source: Organization for Economic Co-operation and Development (FRED St.Louis FED). DOC 

Research Institute. (2019). Understanding China‟s exchange rate and US trade deficits 

In August 2019, the Yuan depreciated nominally above  ¥7 to the US dollar. 

U.S. Treasury label China as a currency manipulator (ISDP, 2020). However, 

DOC (2019) blames U.S. tariffs and the weakening of Chinese economy and 

exports.  

Thorbecke (2019) constructed a Supply Chain Exchange Rate (SSRER) of 

countries supplying parts and components to China (South East Asian) and 

weighted average exchange rates. He evaluates its evolution along with the 

Renminbi real effective exchange. As can be seen, the Renminbi has have 

been appreciating significantly these last years, for example since 2012 to 2018 

it appreciated by 10%. Contrarily, the SSRER has had a very constant evolution 

without remarkable changes in the same period. It is important to notice that it 

would be troublesome for China if these countries appreciate its currencies, 

since China imports 90% of its electronic inputs from these ASEAN (Association 

of Southeast Asian Nations) countries in order to export worldwide technological 

products (Thorbecke, 2019). 
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Figure 9. Renminbi Real Effective Exchange rate and Weighted Exchange Rate 

in Supply Chain Countries 

 

Source: CEIC Database. Thorbecke, W. (2019).East Asian value chains, exchange rates, and 

regional exchange rate mechanisms 

Value-added. How it can better assess bilateral trade balances 

The OECD and the WTO (2013) reported the following: 

“When bilateral trade balances are measured in gross terms, the deficit 

with producers of final goods (or the surplus of exporters of final 

products) is exaggerated, since it incorporates the value of foreign inputs. 

Therefore, the real imbalance is also with the countries that have inputs 

supplied to the final producer. As pressure increases for rebalancing in 

the context of persistent deficits, there is a risk of protectionist responses 

to destination countries at the end of global value chains based on a 

misperception of the origin of trade imbalances.” (OECD and WTO, 2013, 

p5.) 

Yunqing Xing (2019) corroborates this with the manufacturing and exporting 

process of the iPhone as an example. In the recent years, China has been the 

factory for many of the iPhone's intermediate products. In this way, it has been 

including more activities in the value chain and more sophisticated tasks 

involving different firms, than simply assembly as it was the case when the 

iPhone 3G was released in 2009. 

The total input price (total list of materials) to produce a single iPhone X is 

amounted at $ 409.25, of which Chinese companies provide $ 104 (25.4%). The 

iPhone X is sold in the markets to consumer at the price of $ 1,000 and Chinese 

companies together get 10.4% of the total value-added. For the iPhone X 

assembly, it is $ 76.5. Thus, when the U.S. imports an iPhone X from China it is 

increasing the trade deficit by  $ 332.75 ($ 409.25– $ 76.5) (Xing, 2019). 

https://voxeu.org/article/east-asian-value-chains-exchange-rates-and-regional-exchange-rate-arrangements
https://voxeu.org/article/east-asian-value-chains-exchange-rates-and-regional-exchange-rate-arrangements
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However, the production in China requires inputs supply (45%) from other 

ASEAN countries. In other words, the calculated trade deficit fails by not taking 

into account the value-added of the other countries indirectly involved in 

manufacturing (Xing, 2019).  

 Figure 10. U.S. trade deficit with China for one imported iPhone X ($)  

 

Source: Xing, Y. (2019). How the iPhones widens the US trade deficit with China: The case of 

the iPhone X. 

Therefore, it is worth to notice that recently imposed tariffs are applied to the 

total sum of the exports, that is to say, $409.24. This makes multinational 

enterprises to reconsider China to assemble products and shift part of their 

production line to Southeast Asia. This has considerable effects that will be 

further discussed in section 5. 

3.2. Industrial policy 

“The real question about industrial policy is not whether it should be practised, 

but how” (Rodrik, 2010). Liu and Woo (2018) divide the main disputes into two 

differentiated concerns: 

Imports and production subsidies 

The World Economic Forum (WEF, 2017) reported accurately how China 

industrial strategy works. China's latest industrial plan, MIC25, has been 

interpreted as an import substitution policy (WEF, 2017). One of the most 

outstanding components is its innovative financial orientation. The sources of 

financing are diverse depending on the sector, for instance, the Export-Import 

Bank of China encourage manufacturing companies to invest abroad. The Silk 

Road Fund together with other entities founded the Hou'an Innovation Fund for 

technology companies (WEF, 2017). The Chinese government seeks to create 

national champions and competitive firms, with policies such as the zhuada 

fangxiao that referred literally to grasp the big, release the small. Its objective is 

to transform the State-Owned Enterprises (SOEs) in China, which have been 

important to Chinese growth since the Opening-up and Reform policy and 

nowadays, into competitive firms in the market (Pei,C., Yang, C.,Yang, X., 

2019). 

https://voxeu.org/article/how-iphone-widens-us-trade-deficit-china-0
https://voxeu.org/article/how-iphone-widens-us-trade-deficit-china-0
https://www.project-syndicate.org/onpoint/china-maritime-silk-road-economic-belt-by-justin-yifu-lin-2016-01
https://www.project-syndicate.org/onpoint/china-maritime-silk-road-economic-belt-by-justin-yifu-lin-2016-01
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Regarding the Chinese import restrictions, some foreign enterprises are banned 

in order to learn-by-doing. Some companies, mainly technology platforms, are 

banned in China and replaced by others that the Chinese government can 

control. In particular, We Chat is the Chinese version of the company banned in 

the country, WhatsApp, or Alibaba is the substitute for eBay. However, despite 

the obstacles to the market posed by this policy, these companies have 

functioned almost as efficiently as their originals (Garnaut et al., 2018). 

Besides, the production of China from some sectors is deeply subsidized. For 

example, an article from the OECD (2019) demonstrates this with the example 

of Chinese aluminium companies. 

Illustration 4. Government policies in keys parts of the aluminium value chains 
in China 

 

Source: OECD. (2019). Measuring distortions in international markets. The aluminium value 

chain. 

Chinese subsidy to the aluminium sector is intended to sell in the international 

market at low prices. Aluminium production is divided into three segments, the 

upstream (primary aluminium), middle segment (aluminium smelting), and 

downstream (“semis” or final manufactures). The upstream, according to the 

OECD (2019) is estimated to account for 75-85% of final manufacturing costs 

(downstream). In this first stage, the government supports with non-financial 

government assistance and financial aid. On the other hand, it also imposes 

restrictions on export (trade measures) of raw aluminium products (primary 

aluminium), that is to say, supporting/subsidizing the downstream sector 

(“semis”). Finally, China has also altered the operation of value chains so that it 

has imposed decreases in value-added tax (VAT) for the downstream sectors, 

in other words, it encourages the sale of products manufactured to the 

detriment of the upstream sectors. In short, a complex gear of subsidies to 

increase the export of “semis” (OECD, 2019). 

Bown (quoted in Crowley,2019) also point out to three external concerns of 

China’s subsidies and exports. First of all, the U.S. exhibits more worry about 

some import sectors, this is the case of the aluminium and steel, that are mainly 

http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=TAD/TC(2018)5/FINAL&docLanguage=En
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=TAD/TC(2018)5/FINAL&docLanguage=En
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concentrated in swing states (states targeted by both major-party campaigns). 

Secondly, the U.S. also cares about the consequences for the economy and 

labour market to adapt to these shocks. According to Bown, costs with the 

origin in technology and trade can prevail over time with higher reallocation 

costs. Lastly, the idea that China can use the trade war restrictions to control 

global market power and could abuse it by increasing world prices of inputs 

(Bown, quoted in Crowley, 2019). 

Forced Technology Transfer (FTT) 

This practice consists of a foreign company having to share its technology to 

access foreign market and operate within it (Frankefield, 2019). The U.S. 

criticizes that China has forced multinationals American corporations to transfer 

technology as a requirement to access China’s market and in exchange, China 

has not been able to protect the intellectual property of foreign firms operating in 

the country (Branstetter, 2018). To do business in certain industries in China, 

overseas companies must operate through Joint Ventures (JVs) not allowing 

the multinational firms to hold a controlling stake in the partnership (Branstetter, 

2018). 

However, Lardy (2018) differs from the West narrative of intellectual property 

theft by China. The author suggests that China has been increasing the amount 

paid for the use of foreign technology and intellectual property (Figure 11) 

reason why it is the fourth country in the world that pays more for it. In fact, as 

can be seen in the figure, it amounted $ 29 billion in 2017. 

Figure 11. Chinese payments for the use of foreign intellectual property, 1997-

2017 

 

Source: State Administration of Foreign Exchange of China. Lardy, N.R. (2018). China: Forced 

Technology Transfer and theft? 

https://www.piie.com/blogs/china-economic-watch/china-forced-technology-transfer-and-theft
https://www.piie.com/blogs/china-economic-watch/china-forced-technology-transfer-and-theft
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3.3. National security 

The Committee on Foreign Investment in the United States (CFIUS) is an 

agency in charge of supervising America's national security. Previously 

concerns were related to a particular foreign investment transaction. More 

recently, in 2018, the Foreign Investment Risk Review Modernization Act 

(FIRRMA) was signed. This agreement gave more power to CFIUS, precisely, 

FIRRMA established restrictions placed mainly on the transfer of technology 

from the U.S. to other countries (U.S. Department of the Treasury, 2020). 

According to Jackson (2020) this can be specified in the following issues: 

- “an increase in foreign investment activity by Chinese state-owned firms 

- the perception that such investment is part of a government-coordinated 

approach that serves official strategic purposes, rather than purely 

commercial interests;  

- that investments by Chinese firms are receiving government support 

through subsidized financing or other types of government support that 

give Chinese firms an “unfair” competitive advantage over other private 

investors.” (Jackson, 2020, pp39). 

In 2019, the U.S. National Defense Authorization Act (NDAA) set laws that 

place restrictions on the use of technological products made in China. For 

example, U.S. technology companies suspended all business with Huawei 

related to the sale and purchase of hardware, software and technical services 

(Kwan, 2019). Nevertheless, Kwan (2019) shows in a study that banning 

Huawei and ZTE not only hit the Chinese companies but also its American 

suppliers. For example, in 2018 Huawei spent $11 billion to buy component 

procurement to U.S. firms such as Intel, Qualcomm and Micron Technology 

(Jiang and Martini, 2019, quoted in Kwan 2019). Concerns about the impact on 

profits in national companies caused the United States to consider a 90-day 

pardon in May and later extended.  

4. Development of the trade conflict 

4.1. Previously 

President Donald Trump's trade war with the world involves multiple battles with 

America's trade partners, each of which uses a particular legal basis of the 

United States. For instance, Trump refers to foreign imports as a threat to 

national security. Under the Trump Administration (Ossa, quoted in Crowley, 

2019): 

- The U.S. leaved the Trans-Pacific Association (TPP)  

- The North American Free Trade Agreement (NAFTA) was replaced  
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- United States announced to consider tariffs on some EU imports, 

specifically cars. They also announced import tariffs on steel and 

aluminium, and imposed tariffs on Chinese imports.  

Regarding China, in 2018 the volume of imports (tariffed and non-tariffed) from 

the U.S. increase compared to the previous year, as they foresaw that Sino-

American relations were getting tense and the escalation of the conflict would 

continue to increase. It was in 2019 when the high tariffs forced the country to 

decrease by 25% the value of its imports compared to 2017 and divert (Bekkers 

et al., 2020).  

This major trade policy conflict reminds the 1930 Smoot-Hawley tariff when the 

U.S. raised high tariffs on hundreds of imports during the Great Depression 

(Bloomerg, 2018). 

4.2. Chronology 

March 2018. President Trump signed a memorandum on March 22, 2018, 

under section 301 of the Trade Act of 1974. The United States Trade 

Representative (USTR) levies import duties on steel (25 %) and aluminium 

(10%) to all countries with the exemption of the European Union, South Korea, 

Brazil, Argentina and Australia (Bown, 2020a). China responded in April with 

retaliatory tariffs (sfr, 2020).  

July 2018. Trump Administration imposes tariffs totalling $ 34 billion of the value 

of Chinese products, in this case, specifically targeting imports from China (cfr, 

2020). More than 800 Chinese products faced an import tax of 25%. 

Consequently, Beijing retaliates with tariffs on more than five hundred United 

States products such as meat, dairy products, seafood, and soy (ISD, 2020). 

August 2018. Trump imposed 25% of the tariffs on another 16 billion dollars of 

Chinese products. China alleges to the WTO the tariff rates that the United 

States is imposing outside the law (ISD, 2020). 

September 2018. The escalation of the conflict continued and led the U.S. to 

impose an increase of 10% of the tariffs on an additional $ 200 billion imports 

from China (Bown, 2020a). In response, China imposed tariffs on the additional 

$ 60 billion in imports from the United States (ISD, 2020). 

December 2018. After the G-20 summit, both countries agreed to a 90-day 

temporary truce (ISD, 2020). That same month, the U.S. requested Canada to 

arrest the Hawuei chief officer, Meng Wangzhou (cfr, 2020). 

May 2019. After the negotiations failed between both countries, the U.S soared 

tariffs from 10 to 25% by $ 200 billion of imports from China (Bown, 2020a). 

Trump also announced that it will ban American companies using foreign 

telecommunications technology that could undermine national security (cfr, 
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2020). Beijing retaliated with the announcement of plans to increase tariffs by 

$60 billion of the value of American products (Bown, 2020a). 

August 2019. With the forecast of new import tariffs from the United States, the 

Peoples Bank of China allowed his currency, the Yuan, to devalue below the 

benchmark ratio of $7, for the first time in eleven years (Investopedia, 2019). 

This fall was felt in the financial markets worldwide and the U.S. Treasury 

Department designated the country as a currency manipulator. On the other 

hand, China also cancelled all the agricultural exports (ISDP, 2020). 

November 2019. Since June 2019, various demonstrations took place in Hong 

Kong against the Chinese government legislation. China retaliated the 

protesters. The United States stepped forward and signed the Hong Kong 

Human Rights and Democracy Act to annually assess the degree of autonomy 

of the region (cfr, 2020).  

January 2020. China and the U.S. government signed the “Phase One” 

Agreement (Bown, 2020a).  

March 2020. The coronavirus pandemic in 2020 is affecting all countries in the 

world. However, for the United States, it now faces a lack of medical supplies in 

part, due to import tariffs in the past few months. For this reason, in March 

Trump temporarily reduced some related rates (Bown, 2020d). 

4.3. Evaluation of “Phase One” Agreement 

The agreement maintains most of the tariffs, and does not mention the 

extensive subsidies, and left unsolved the state enterprises. These issues are 

thought to be addressed in a future agreement. The Dispute Assessment and 

Resolution Settlement have been created by China and the United States two 

solve on their own the conflict, leaving the WTO on the sidelines. In case of 

failure, the IMF might be involved (ISDP, 2020). 

Figure 12. Evolution of average tariff rates 

 

Source: WTO secretariat. Bekkers, E., Schroeter, S. (2020). An Economic Analysis of the US-

China Trade Conflict. 
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4.3.1. U.S. commitments 

The agreement relaxes some U.S. tariffs on Chinese imports; in particular, it is 

committed to halving the September 2019 tariffs on $ 160 billion of Chinese 

products from 15 to 7.5%. A shown in Figure 12., the tariff rate of imports from 

China remains at a high level (16% in January 2020) compared to the levels 

pre-war (2,6% in January 2018) (Bekkers et al., 2020). Furthermore, the United 

States has withdrawn its designation from China as a currency manipulator. 

However, uncertainty remains a problem for U.S. investment decisions (ISDP, 

2020).  

4.3.2. China's commitments 

Chinese import tariffs on U.S. products was 16.4% in January 2020 (Figure 

12.), while two years before it was 6,2% (Bekkers et al, 2020). It is worth 

mentioning that during the same period, China has lowered about 5% the tariffs 

to other trade partners (Bekkers et al., 2020). 

Regarding Intellectual Property, China promises to strengthen legal protection 

to protect patents, trademarks, and copyrights In this sense, China has also 

agreed to reshuffle the requirements for foreign firms to operate in the Chinese 

market, and therefore eliminate the U.S. transfer of technology requirement. On 

China’s currency possible manipulation, China has agreed not to use exchange 

rates for its trade advantage and to maintain transparency (ISDP, 2020). 

However, some sources of tension aspects are left for a “Phase Two” deal such 

as subsidies and State-Owned Enterprises. 

Commitment to raising US imports 

According to Chapter 6 of the Deal, Beijing has agreed to purchase more of 

certain products and services from the United States, amounting to $ 200 billion 

over the next two years. Basically, $76.7 billion in 2020 and $123.3 billion in 

2021 from the 2017 pre-trade level of $134 billion of these certain goods (Bown, 

2020b). 

Some economists find the commitments to be sizeable and doubt that China will 

be able to face it. In order to meet its obligations, China must relocate its trading 

partner’s purchases (Bown, 2020b). 

Focus on certain products 

The agreement targets certain sectors and leaves the others at a disadvantage. 

According to Asian House (2020), this includes $32 billion in new purchases of 

US agricultural exports, such as soybeans; $52.4 billion in energy exports; $78 

billion in US manufacturing products; $38 billion in financial services. In 2017, 

U.S. exports to China were valued at $185.8 billion, therefore if we deduct the 

$134 billion of the covered goods and services, there are $51.6 billion of US 

exports not included (Figure 13). According to Bown, the agreement aims to 
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pursue an increase to a level of $257.5 billion in 2021 ($134.2 + $123.3), which 

means a 92% exports increasing of the covered goods and services from 2017 

to 2021 (Bown, 2020b). 

Figure 13. Total U.S. goods and services exports to China, billions USD 

 

Source: United States Census Bureau, Office of Economic Analysis, and in Annex 6.1 of the 

"Economic and Trade Agreement between the United States of America and the People's 

Republic of China: Phase One". Bown, C. (2020b).Unappreciated risks of a US-China phase 

operation. 

Inefficiency and trade diversion 

Secondly, Phase One force Beijing to shift purchases away from other trading 

partners. The expansion of imports from the United States has to be at the 

expense of other countries depending on the sector. Figure 14., shows Chinese 

imports by country in 2017. Expanding U.S. Soybeans sector would be at 

expenses of countries like Brazil and Argentina; or increasing cereal imports 

from U.S. could hurt Australia, Viet nam or Thailand. Increasing the U.S. 

manufacturing share could hurt the European Union if it is in terms of car 

exports; in the aircraft industry, exports could be in detriment of EU’s Airbus; 

industrial machinery could lower exports from the EU, Japan and Korea; 

pharmaceuticals sould shift EU and Switzerland exporters. In the case of 

energy, the U.S. coal exports could affect Australia and Indonesia or gas could 

be in detriment of Australia and Qatar. However, energy exports are relatively 

smaller in this case (Bown, 2020b). However to see the real outcome we will 

have to wait.  

 

 

 

 

https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal
https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal
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Figure 14. Percentage of Chinese imports by country, 2017 

 

Source: United States Census Bureau, Office of Economic Analysis, and in Annex 6.1 of the 

"Economic and Trade Agreement between the United States of America and the People's 

Republic of China: Phase One". Bown, C. (2020b).Unappreciated risks of a US-China phase 

operation.  

This goal forces China to buy some goods it might no longer need (such as 

soybeans, given the impact of the outbreak of African swine fever on China's 

supply of pigs, a large consumer of soybeans for food) but limited to buy other 

which are in considerable demand as technology and telecommunications due 

to export control in emerging technologies as the tech-war is escalating (Bown, 

2020b). 

Bekker and Schroeter (2020) propose three ways to accomplish this purchasing 

targets, the first one is to reduce import tariffs to encourage importer sectors to 

buy more; the second one is to strain enterprises to buy it; the last one is to 

increases U.S. imports large enough to have a neutral impact on import prices. 

https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal
https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal
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5. Consequences of U.S. and Chinese tariffs 

For parts 5.2 and 5.3. we will mainly follow the results obtained by Carvalho, 

Azevedo and Massuquetti (2019). They conduct an analysis using the GTAP 

model. The conclusions are based on an initial balance in 2011 following two 

scenarios, (S1) U.S. unilateral tariffs and (S2) China unilateral measures. Their 

results are presented in the following subsections. It should be noted that the 

initial U.S. taxes on steel and aluminium also affected third countries, as it was 

a tariff on input products and not on countries. 

5.1. Uncertainty 

The greatest chance for the Sino-American relations at the beginning of the 

century was the lack of uncertainty when trading and investing. NPTR was 

responsible for one-third of the increase in China’s exports (Handley and Limao, 

2017, quoted in Bekkers et al., 2020). Nonetheless, this conflict has stood out 

because of its unpredictability and constant threats caused by political 

discrepancies and the failure to respect international trade rules.  

Baker, Bloom and Davis (2019) studied the evolution of the US Trade Policy 

Uncertainty (TPU) index. The TPU is based on how many times uncertainty 

trade concepts are searched/mentioned in the media, for example, tariffs, trade 

war, and so on. In Figure 15. one can see that TPU has fluctuated upwards 

during the last three years because of the conflict we are referring to. It is the 

greatest increase since the implementation of the NAFTA agreement in 1993-

1995. 

Figure 15. U.S. trade policy uncertainty index. January 1985 to July 2019 

 

Source: Baker, S., Bloom, N., Davis,S. (2019). The extraordinary rise in trade policy uncertainty. 

Not only the measures taken but the announcement of them, especially through 

tweets in the case of Trump, has affected investment decisions and especially 
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the stock and financial market. According to Baker, in March 2018 S&P500 

dropped to 2.5% (Baker et al., 2019). However, it is still unclear which effect will 

have the Phase One Deal on uncertainty indexes.  

5.2. Price and welfare effects 

Welfare changes might depend on allocative changes and changes in the 

relative price of savings and investment changes caused by tariff distortions. 

According to Carvalho et al., (2019) China and the U.S. would lose welfare in 

both scenarios- (S1) U.S. unilateral tariffs and (S2) China unilateral measures-: 

 In both scenarios, regarding the U.S. losses, as noted in Table 1. it is 

because of allocative losses ($26.580 billion), while China’s losses are 

due to trade effect ($34.326 billion).  

 For other regions, in both scenarios their total welfare effect is positive, 

however, they are higher in the first scenario where U.S. imposes tariffs 

than when China does it because U.S. exports dropped. 

Therefore, there is a loss of efficiency, due to protectionism, for the trade world 

that is concentrated in the tariffed sectors, which are mainly high-tech sectors. 

(Carvalho et al., 2019). 

Table 1. Effects on welfare ($ billions) 

 

Source: Carvalho, M., Azevedo, A., Massuquetti,A. (2019).Emerging countries and the effects 

of the trade war between US and China.  
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Amiti, Redding and Weinstein, (2019) have studied the welfare losses of the 

trade war. Their study reports that the United States importers have transferred 

the cost of tariffs to U.S. consumers' prices. The authors amounted that the 

impact in 2018 of import tariffs was costing U.S. consumers (also firms) $3 

billion per month in terms of tax costs and $1.4 billion per month in terms of 

efficiency losses (Amiti, et a, 2019). Consumers and importers of American 

intermediate goods are paying the fees in terms of higher prices. JP Morgan 

estimates in August 2019 (CNBC, 2019) that the average annual expenditure 

per household increased by $600. Employment, on the other side, has 

increased because of the negative effects of tariffs at least in the short run. 

According to Flaaen and Pierce (2019), (quoted in Bekkers et al., 2020) higher 

tariffs and retaliations can induce some protection of certain jobs but at the 

same time, it increases market prices for manufacturing products leading to an 

increase in unemployment. 

Nicita (2019) has released a recent report where he stated that China’s losses 

in the trade war were mainly export losses. In the short term import prices might 

be difficult to change. But in the medium/long term, there is the possibility to 

reduce profit margins and reducing prices, however this would press down 

global prices and could be disruptive. According to Nicita, comparing the first 

two quarters of 2018 to the first two quarters of 2019, China’s export prices 

have drop by 2%. 

5.3. Production 

The tariffs have forced both countries to buy to other countries. This is a loss of 

efficiency that both countries have to bear. Trade diversion effects show 

considerable variation both between countries and between sectors.  

Following the model of Carvalho, Azevedo and Massuquetti (2019) we are 

going to analyze what effect it has had on production.  

In the case of the USA (Table 2.): 

 The US would increase the production of products where it has imposed 

tariffs such as Iron and steel (5.71%), Electronic equipment (5.78%) and 

Aluminium (2.88%). However, some sectors would decrease like Other 

transport equipment (1.29%) or Motor vehicles (0.47%) 

 China decreases its production in four sectors; the most noticeable is 

Electronic equipment (8.09%) and Other manufactures (4.07%) 

 Canada increases its Aluminium and Steel production (11.20% and 

9.26% respectively) since it was not subject to U.S. tariffs. The same 

happens with Brazil and Argentina, where Steel and Aluminium 

production have increased production by 2.91% and 3.58% (Brazil) and 

2.49% and 1% respectively (Argentina). On the contrary, the EU, despite 
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being exempt, its production decreases. Mexico for its part considerably 

increases Aluminium production 4.22%. 

In conclusion, there is an increase in the production of the sector that the U.S. 

sought to protect, which is Iron and steel and Aluminium.  

Table 2. Variation of domestic production (%) 

 

Source: Source: Carvalho, M., Azevedo, A., Massuquetti,A. (2019).Emerging countries and the 

effects of the trade war between US and China.  

In the case of Chinese retaliation (Table 3.): 

 The U.S. The most affected sector is, as expected, Soybeans. One of the 

most sensitive products to the Chinese market, its production is reduced 

by 13.92%. Besides, Other foods and Dairy products also decreased 

(0.15% and 0.27% respectively) compared to the previous table, 

because the tariffs imposed by China affected products such as meat, 

dairy products, fish and seafood. 

 China. The only sector that suffers a significant change from the previous 

table is Soybeans (6.43%), the sector for which a tariff was imposed on 

American products from July. Therefore, sectors such as Electronic 

equipment (technology) would continue to decrease in similar amounts 

(8.06%), given the maintenance of the United States tariffs on the 

country's exports. 

 Soybeans production increases considerably in Latin American partners, 

9.3% in Brazil and 4.47% in Argentina. Iron and steel and Aluminium 

would stay essentially at the same levels for all the countries except for 

Brazil and Argentina that suffer a slight drop on both. 

In the case of China, the technology sector would be the most affected, with 

Electronic equipment being the worst sector, although soybean production 

would increase. For the U.S., the production of Steel and Aluminium would 

increase. However, protectionist measures also have effects in emerging third 

countries. Due to the change in demand to countries with a comparative 
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advantage, in this case, these countries would increase production in the 

sectors mentioned, but to the detriment of others. 

Table 3. Variation of domestic production (%) 

 

Source: Source: Carvalho, M., Azevedo, A., Massuquetti,A. (2019).Emerging countries and the 

effects of the trade war between US and China.  

Bekkers and Schroeter released a paper in 2020 with similar conclusions. In the 

case of the U.S. the most hit sectors were petroleum and combustibles, while it 

increases imports from agriculture, electrical equipment and machinery. On the 

other side, China suffered a drop in almost all products except computer, 

electronic and optic equipment (Bekkers and Schroeter, 2020).  

5.4. Trade diversion 

In this section we analyse what the import and export patterns have been 

between China, the United States and other countries, to find out who has 

benefited and suffered the most. Diversion effect has been estimated to be $21 

billion (Nicita, 2019). 

5.4.1. Trade balance 

Following the model of Carvalho, Azevedo and Massuquetti (2019) we are 

going to analyse the trade balance effect of import tariffs.  

The imposition of tariffs by both parties favoured the trade balance of the United 

States and China, as shown in Table 4. 

 In the S1, the United States is the most favoured nation with an increase 

in its trade balance by $ 48.402 billion. For China it is amounted by $ 

7.624 billion. The world as whole will loss, specially the EU ($-19.280 

billion). 
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 In the S2, the United States would increase its trade balance by $ 52.154 

billion and China by $ 10.678 billion. Again, we have the same scenario 

for the rest of the world that would be worst off with the trade war. 

Argentina is the less affected country and EU is the most harmed region. 

Table 4. Trade Balance ($ billion) 

 

Source: Source: Carvalho, M., Azevedo, A., Massuquetti,A. (2019).Emerging countries and the 

effects of the trade war between US and China.  

If the trade balance of each country is divided by sector for each country, it is 

obtained that in both scenarios, the sectors that have helped the most to obtain 

a positive impact in the U.S. are Steel and Aluminium, Electronic equipment and 

Other machinery. However, in China, the sectors that have been penalized the 

most are Electronic equipment, affected by the tariffs and bans to companies 

like Huawei. 

5.4.2. In terms of sectors 

In a recent report by Nicita (2019), it is observed the main exporting sectors that 

have been replaced by other countries (trade diversion). The effects are 

heterogeneous across the sectors. Notice that the data provided is for the first 

two quarters of 2019.  
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Figure 16. Trade diversion effects, by sectors and major beneficiaries (first half 

of 2019) 

 

Source: United States Census Bureau data. Nicita, A. (2019).And trade diversion effects of the 

United States tariffs on China. 

 Office machinery. U.S. imports from China dropped by $ 10 billion. It is 

the most altered sector by large within the trade conflict. The effects of 

trade diversion were to the benefit of Taiwan and large net losses of 

commerce of $ 5.5 billion in business due to the dominance of China in 

this sector that makes other countries unable to compete with this Asian 

giant. (Nicita, 2019) 

 This sector is followed by the Communication equipment sector with a 

drop in imports of more than $ 5 billion and with net trade losses of 

halving the amount. In this case, it is Viet nam who owns a large part of 

the market share. The same pattern follows the Furniture sector, with 

large net losses and dominance in Viet nam. (Nicita, 2019) 

 The third sector to lead import losses is the Electrical machinery sector, 

where Mexico has dominance. This is followed by Machinery various with 

benefits for Japan and the European Union, and chemicals. (Nicita, 

2019) 

 The rest have losses of less than $ 2 billion and with different countries 

benefiting. (Nicita, 2019) 

At the sector level, Office machinery and Communication equipment were the 

most affected sectors in this trade conflict, at least during the first two quarter of 

2019. According to Bekker, the U.S. trade deficit has not significantly changed. 

https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
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Reducing imports from China has turn out to greater imports to third countries 

(Bekker et al., 2020). 

5.4.3. In terms of countries 

Long-term effects of trade flow depend not only on the ability to absorb the new 

supply but also on having the necessary logistics and infrastructure to trade 

efficiently (Nicita, 2019). Following the same Nicita (2019) report we will analyse 

where has the U.S. divert its imports. 

Figure 17. Trade diversion effects, by economies and regional groups (first half 

of 2019) 

 

Source: United States Census Bureau data. Nicita, A. (2019).And trade diversion effects of the 

United States tariffs on China. 

East-Asian 

Taiwan's additional exports to the United States the first quarters of 2019 

totalled nearly $4.2 billion (Nicita, 2019). These benefits are mainly because of 

an increase in exports of Office machines. Many companies have already 

moved their production to this region because it has a logistics, human capital 

and an already industrialized economy (ISPD, 2020). 

The Republic of Korea has profited from approximately $ 1billion due to the 

new export to the U.S (Nicita, 2019). The comparative advantage of Seoul 

related to its neighbour's countries is that it exports important technology, 

which both countries eager to buy in these tech-war race for 5G (ISDP, 

2019). 

https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
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Japan, the country that was once an economic miracle after the two world wars, 

today it is suffering a slowdown in its economy and these conflict might broaden 

the impact (Huang, 2020). However, it still benefits by $1.5 billion in exports 

(Nicita, 2019). 

The Association of Southeast Asia (ASEAN): 

So far, major benefits of this conflict have gone to Viet nam which benefits 

amounted around $ 2.6 billion, due to the up growth exports of Communication 

equipment and Furniture (Nicita, 2019). The country’s exports to the U.S. have 

increased by 36% in 2019 (ISDP, 2019). 

Malaysia, Indonesia and the Philippines benefitted from the trade conflict to 

a lesser extent as they do not have the scale economy, either skill-labour 

force, infrastructure or supply chains necessary to compete in the global 

market (ISDP, 2020). The ASEAN economies are export-oriented countries 

therefore, they are very sensitive to world changes in trade relations, 

especially those affecting China (ISDP, 2020). However, they all together 

sum up $ 1.6 billion benefits from the trade war (Nicita, 2019). 

Other countries: 

European Union. The EU ($ 2.7 billion) has mainly increased exports in the 

Machinery and Chemical sectors (Nicita, 2019). 

Mexico. The increase in exports to the United States due to tariffs on China 

amounts to around $3.5 billion, especially in the Chemicals and Electrical 

machinery sectors (Nicita, 2019). 

The trade diversion benefits of the rest of the world represent a lesser 

proportion of what we have mentioned and can be seen in the Figure 17 (Nicita, 

2019). 

To conclude, according to Figure 17. the beneficiary countries have been 

Taiwan, Mexico, EU and Vietnam (Nicita, 2019). The analysis shows that 

China's export losses to the United States market have resulted in trade 

diversion effects. According to Bekkers, there has also been an increase of 

domestically sold products as it is more convenient than export (Bekkers et al., 

2020). The other side of the coin is that the four East Asian (Taiwan, Japan, 

Viet nam and South Korea) export more to the U.S. than to China, at the time 

they are reorganizing their value chains (Bekkers et al., 2020). 

But, what has happened to Chinese imports? According to Bekker and 

Schroeter (2020), it has not diverted but decreased in all senses. This pattern 

might answer to different causes, on the one hand, the economic slowdown has 

resulted in a lesser demand of imports; on the other hand, as China imports 
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from the U.S. are minor, the diversion it might have to third countries will be to a 

lesser extent as it is for the case of the U.S. 

5.5. Trade war and Global Value Chains (GVCs) 

We have already mentioned what GVCs are. Now, through a recent paper of 

Blanchard, Bown, and Johnson (2016) we will analyse the role of the GVCs in 

the trade conflict. Firstly, the GVCs magnify the effects of tariffs, since in a 

globalized world with more integrated value chains, tariffs could be paid more 

than once on the same production process. Secondly, this increased cost in 

production is borne by different firms or consumers; therefore we find that the 

country that imposes the tariff might be able to bear it by its upstream 

producers. Thirdly, GVCs depend on strategic business decisions; therefore 

changes in tariffs may have long-term reallocation effects. In this case, some 

companies could go from producing in the U.S. to Factory Asia or factory 

Europe (Blanchard, quoted in Crowley, 2019). 

Along the same line, Bellora (2019) conducted a CGE model based on GTAP 

database, to analysis on the role GVCs for determining trade responses in a 

scenario of a trade war. Bellora examines the 2018 model from the baseline at 

each date until 2030 for the variables of interest. 

The U.S. bilateral trade stands out in Figure 18., with a total drop of 71%, that 

corresponds to a cut of 43% of U.S. imports of intermediate inputs from China 

and 28% decrease of U.S. imports of final goods from China. Regarding China, 

it fell by a total of 55% that corresponds to 21% cut of intermediate U.S. imports 

and 24% cut of United States final goods (Bellora, 2019). 
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Figure 18. Impact on US trade flown (variation with respect to the baseline, in 

2030) 

 

Source: Bellora, C. (2019). Shooting oneself in the foot? Trade war and global value chains. 

In Table 5. We can see the changes in production price and value-added by 

sectors. In the case of the U.S., the drop in producer price (%) of Oilseeds is 

remarkable, amounted to 2.9%. Other cereals suffer the same sign of change 

but in a lesser magnitude. This corresponds to Chinese retaliation to this sector. 

It is worth to notice that some protected sectors such as aluminium or steel that 

suffers an increase in the producer price of 1% and 0.9% (Bellora, 2019).  

On the contrary, the sectors that the U.S. have positive producer price China 

has a negative effect, meaning deterioration in prices. For example, oilseeds 

have an increase of 1.1%, but aluminium a drop of 0.8% (Bellora, 2019).  

If it is adjusted to value-added terms, in the U.S. the result is diverse impacts on 

a sectorial level. With negative effects for those sectors that were hit by the 

retaliatory measures, for example, crops (-7.1%) but an increase in their value-

added for protected sectors such as steel (+10.7%), since they can pass on the 

production costs in the form of higher prices to the final consumer. In the case 

of China, the electronic sectors are the most affected one with 9.3% of losses in 

value-added, however, crops and oilseed are benefitting from the retaliation 

(Bellora, 2019). 

 

 

http://www.lionel-fontagne.eu/uploads/9/8/3/3/98330770/cb_lf_tradewar.pdf
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Table 5. Changes in production price and value-added, by sectors 

 

Source: MIRAGE-VA. Bellora, C. (2019). Shooting oneself in the foot? Trade war and global 

value chains. 

Iruka (2019) has also modelled some scenarios (GTAP) were GVC plays a 

substantial role. The main idea is that it reduced real GDP with larger impacts 

being passed on through the GVCs. The author estimated that this negative 

impacts of the trade war taking into account GVCs amount of $450 billion losses 

in terms of global GDP 

6. Impact projections 

Bekkers and Schroeter (2020) analyse the following Table 6. in order to obtain 

an overall idea of the possible scenarios and outcomes of the trade war 

according to each author methodology. 

 

 

 

 

 

http://www.lionel-fontagne.eu/uploads/9/8/3/3/98330770/cb_lf_tradewar.pdf
http://www.lionel-fontagne.eu/uploads/9/8/3/3/98330770/cb_lf_tradewar.pdf
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Table 6. Comparison studies with quantitative trade models on the effects of the 

U.S.-China trade conflict 

 

Source: various studies listed in the table. Bekkers, E., Schroeter, S. (2020). An Economic 

Analysis of the US-China Trade Conflict. 

Each row is a study project on the percentage effects of GDP for the United 

States, China and the world. At first glance, we can see that the results for the 

same country (the United States or China, or for the world) differ considerably 

between works. This is due to the variables taken into account to carry out the 

analysis. We have previously reviewed some of them, such as the case of 

Bellora and Fontagné where they model trade and added value at the sector 

and global level. Its results are a greater decrease for China than for the US as 

a percentage of GDP. The Itakura model, that we have briefly discussed 

previously, includes productivity effects. Itakura foresees a 4 times greater drop 

for China than for the United States. Furthermore, it also predicts a decrease in 

global GDP of 0.3%. Finally, also comment on this table the results of the WTO, 

which announces a decrease worldwide of 0.13% for 2023 and 0.2% for 2030. 

The IMF in October 2019, drafted at WTO Global Trade Model predicts a 

reduction of 0.8% for 2020 and of 0.3% for the long term and with the presence 

of uncertainty (Bekkers et al., 2020). 
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7. Conclusions 

In the recent years, developed economies have relocated their production in 

developing countries. China is the world's factory, and it is the place that many 

multinational companies have decided to relocate their production chain. 

Baldwin refers to the process as the “Great Convergence”, where outsourcing 

has led to inducing the industrialization of certain countries and their 

convergence in levels of welfare with western economies (Baldwin, 2016, 

quoted in Buckley, PJ, Strange, R., Timmer.MP, de Vries, GJ, 2020). 

Since 2018, the two largest economies have exchanged tariff rates, escalating 

the dispute until January 2020, where the Phase One Deal was signed. The 

Sino-American relations have been marked by historical events, but entry into 

the WTO marked a before and an after. Trade liberalization led to a 7.6% 

reduction in U.S. manufacturing prices from 2000 to 2006 (Amiti et al. 2027). 

However, this came together with higher unemployment. Some economists 

argue that there is an effect of causality and others of higher productivity in 

other sectors. In any case, employment in manufacturing decreased by 2.5 

million workers from 1999 to 2011 (Acemoglu et al., 2016).  

Following the 2008 financial crisis, China moved from Opening-up and Reform 

policy to a New type of great power relations. This new orientation confronts the 

aspirations of the United States, especially the industrial policy with the MIC25 

plan. Tensions were increasing, especially with Trump's entry into the White 

House. It was in March 2018 that Trump imposed a series of tariffs to protect 

the country's national security and to reduce trade imbalance with China.  

However, as we have seen, if the trade accounting was based on value-added 

instead of the total sum of exports (gross terms), the result of the balance would 

be less exaggerated (Xing, 2019; OECD and WTO, 2013), and also the impact 

on import tariffs. Besides, tariffs have disrupted value chains. On the one hand, 

many companies have decided to move and reallocate their factories, and on 

the other hand, there is a danger of double counting for the production of the 

same item (Blanchard, quoted in Crowley, 2019). In addition, the study by 

Bellora (2019) has also shown that the sectors affected by tariffs have been the 

most hitted in terms of value-added terms, such as crops or steel.  

The trade war has left high tariffs compared to their pre-conflict levels. 

According to Bekkers and Schroeder (2020), in January 2018 the average tariffs 

were 2.6% and 6.2% (Figure 12.) for the U.S. and China, respectively; and in 

January 2020 they were 16% and 16.04%, for the U.S. and China. The Phase 

One agreement does not provide reductions in China's tariffs, but rather a 

commitment of China to buy $ 200 billion in certain U.S. products over the next 

2 years. A large figure in relation to the base year, 2017.  

Regarding trade diversion, it appears in two ways, one because of tariffs and 

second because of China’s agreement to buy American products. In the first 
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case, according to Nicita (2019), for the first two quarters of 2019 the trade 

diversion figure was estimated at $ 21 billion. The most benefited countries 

were Taiwan, Mexico, the United States and Vietnam and the hardest hit 

sectors were Officer Machinery, Communication Equipment and Electrical 

Machinery (Nicita, 2019). In the second case, China will have to reorganize the 

purchases from its trading partners in order to cope with the Phase One 

agreement commitment. For example and according to imports from China in 

2017 (Bown, 2020b), China could buy more agricultural products to the United 

States at the expense of products from Brazil and the EU; or buy more U.S. 

manufactures, which in 2017 represented 10% of total manufacturing imports, 

and reducing manufacturing imports from the EU and Korea; China, could also 

increase energy imports from U.S. 

According to an IMF study (2019), the long-term effect of this trade war is 

expected to be a reduction in global output of 0.2%. However, the same study 

shows that if uncertainty effects are taken into account, these consequences 

would be greater accounting of 0.3% reduction (in the long-term) of global 

output (Bekkers et al., 2020). 

  



42 
 

8. Bibliography: 

Acemoglu, D., Autor, D., Dorn, D., Hanson, G.H., Brendan, P. (2016). Import 

Competitions and the Great US Employment Sag of the 2000s. Journal of Labor 

Economics, 2016, vol. 34, no. 1, pt. 2 

Allison, G. (2015). The Thucydides Trap: Are the US and China Headed for 

War?. The Atlantic 

Amiti, M., Dai, M., Feenstra, R., Romalis, J. (2017).How did Chinese consumers 

gain access to the WTO US consumers?. CEPR Discussion Paper No. 12076. 

Amiti, M., Redding, SJ., Weinstein, S. (2019). The impact of the 2018 Trade 

War on U.S. Prices and Welfare. NBER Working Paper No. 25672 

Asian House Advisory. (2020). What‟s the deal with the “Phase One” 

agreement?. 

Baker, S., Bloom, N., Davis,S. (2019). The extraordinary rise in trade policy 

uncertainty. VOX CEPR Policy Portal 

BBC. (2017). What is the “One China” Policy? 

BBVA Research. (2017). U.S. The trade deficit: Don‟t fear the beast. 

Bekkers, E., Schroeter, S. (2020). An Economic Analysis of the US-China Trade 

Conflict. World Trade Organization. Economic Research and Statistics Division. 

Belfer Center. (2017). Can America and China Escape Thucydides‟s Trap?.  

Harvard Kennedy School Belfer Center for Science and International Affairs 

Belfer Center. (2018). China‟s Antipoverty Drive Has Lessons For All. Harvard 

Kennedy School 

Bellora, C. (2019). Shooting oneself in the foot? Trade war and global value 

chains. 

Blanchard, E., Bown, C., Johnson, R. (2016). Global Supply Chains and Trade 

Policy. NBER Working Paper 

Bloomerg. (2018). Lessons Learned From Smoot-Hawley Tariffs. 

Bown, C, (2020d). Trump’s trade policy is hampering the US fight against 

COVID-19 

Bown, C. (2020a).Trump Trade War Timeline: An Up-to-Date Guide. Peterson 

Institute for International Economics. 

Bown, C. (2020b).Unappreciated risks of a US-China phase operation. 

Peterson Institute for International Economics. 

https://economics.mit.edu/files/11560
https://economics.mit.edu/files/11560
https://www.theatlantic.com/international/archive/2015/09/united-states-china-war-thucydides-trap/406756/
https://www.theatlantic.com/international/archive/2015/09/united-states-china-war-thucydides-trap/406756/
http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
http://cepr.org/active/publications/discussion_papers/dp.php?dpno=12076
https://www.nber.org/papers/w25672
https://www.nber.org/papers/w25672
https://asiahouse.org/news-and-views/whats-the-deal-with-the-phase-one-agreement/
https://asiahouse.org/news-and-views/whats-the-deal-with-the-phase-one-agreement/
https://www.bbvaresearch.com/en/publicaciones/u-s-the-trade-deficit-dont-fear-the-beast/?idioma=es
http://www.lionel-fontagne.eu/uploads/9/8/3/3/98330770/cb_lf_tradewar.pdf
http://www.lionel-fontagne.eu/uploads/9/8/3/3/98330770/cb_lf_tradewar.pdf
https://www.piie.com/blogs/trade-investment-policy-watch/trump-trade-war-china-date-guide
https://www.piie.com/blogs/trade-and-investment-policy-watch/unappreciated-hazards-us-china-phase-one-deal


43 
 

Bown, C. (2020c).United States and China Trade War Tariffs: An Up-to-Date 

Chart. Peterson Institute for International Economics. 

Bown, C., Hillman, J. (2019). WTO‟ing a Resolution to the China Subsidy 

Problem. Peterson Institute for International Economics 

Bransteter, Lee.G. (2018). China‟s forced technology problem- and what to do 

about it. Peterson Institute for International Economics.  

Buckley, PJ, Strange, R., Timmer.MP, de Vries, G.J. (2020). Catching-up in the 

global factory: Analysis and policy implications. Journal of International 

Business Policy 

Carvalho, M., Azevedo, A., Massuquetti,A. (2019). Emerging countries and the 

effects of the trade war between US and China.  

Cfr. (2020). U.S. Relations with China. 

Chamorro, A.I. (2008). El proceso de reforma económica de China y su 

adhesión a la OMC. Pecunia.  

CNBC. (2019).This is what the new rates will cost the average American home. 

Crowley, M. (2019). Trade war: The clash of economic system threatening 

global prosperity: A new eBook. VOX CEPR Portal 

Department of States. (2019). A free and open Indo-Pacific. Advancing a 

Shared Vision 

DOC Research Institute. (2019). Understanding China‟s exchange rate and US 

trade deficits 

Fitzgerald, D. (2019). How Exporters Respond to Rate Changes. CEPR Press 

May 2019. 

Frankenfield, J. (2019). Forced to transfer technology. Investopedia 

Galbraith, J. (2000). Sustainable Development and the Open-Door Policy in 

China. UTIP Working Paper Number 16 

Garcia H, A., Nguyen, T. (2019).Supply chain transformation: The world is more 

closely tied to China, while China integrates more vertically. Natixis Research 

Garnaut, R., Song, L., Fang, C. (2018). China‟s 40 years of reform and 

Development: 1978-2018.  

Hicks, M.J., Devaraj, S. (2015). The myth and the Reality of Manufacturing in 

America. Ball State University, centre for business and economic research. 

Hornok, C., Koren, M. (2016). The case for free trade. CEPR Portal VOX Policy 

https://www.piie.com/research/piie-charts/us-china-trade-war-tariffs-date-chart
https://www.piie.com/research/piie-charts/us-china-trade-war-tariffs-date-chart
https://www.piie.com/sites/default/files/documents/wp19-17.pdf
https://www.piie.com/sites/default/files/documents/wp19-17.pdf
https://www.piie.com/system/files/documents/pb18-13.pdf
https://www.piie.com/system/files/documents/pb18-13.pdf
https://www.cfr.org/timeline/us-relations-china
https://dialnet.unirioja.es/servlet/articulo?codigo=3117748
https://dialnet.unirioja.es/servlet/articulo?codigo=3117748
https://www.cnbc.com/2019/08/19/heres-what-new-tariffs-will-cost-an-average-american-household.html
http://digamoo.free.fr/tradewarcepr19.pdf
http://policydialogue.org/files/events/Galbraith_Lu_sustainable_development.pdf
http://policydialogue.org/files/events/Galbraith_Lu_sustainable_development.pdf
https://www.bruegel.org/wp-content/uploads/2019/11/Presentation-by-Alicia-Garcia-Herrero.pdf
https://www.bruegel.org/wp-content/uploads/2019/11/Presentation-by-Alicia-Garcia-Herrero.pdf
https://conexus.cberdata.org/files/MfgReality.pdf
https://conexus.cberdata.org/files/MfgReality.pdf
https://voxeu.org/article/case-free-trade


44 
 

Huang, E. (2020). Japan’s economy has been dealt the “final bow” by the 

coronavirus pandemic, says analyst. Asia Economy 

Huang, Y., Lin, C., Liu, S., Tang, H. (2019). Links in the supply chain and 

financial markets: Assessing the costs of the US-China trade war. CEPR Press 

May 2019. 

IMF. (2007). IMF Survey: China‟s Difficult Rebalancing Act. IMF News 

IMF. (2019). The World Economy: Synchronized Slowdown, Precarious 

Outlook.  

Institute for Security and Development Policy (ISDP). (2018). Made in China 

2025. 

Institute for Security and Development Policy (ISDP). (2020).Snapshot of the 

United States and China Trade War. 

Investopedia. (2019). The impact of China Devaluing the Yuan.  

Jackson, J. (2020). Committee on Foreign Investment in the United States 

(CFIUS). Congressional Research Service, 

Kim, M. (2019). A real driver of US- China trade conflict. International Trade, 

Politics and Development, Vol 3. Nº1. 2019. Pp 30-40 

Kwan, C.H. (2019). The China-US Trade War: Deep-Roted Causes, Shifting 

Focus and Uncertain Prospects. Asian Economic Policy Review. Volume 15, 

Issue 1 

Lardy, N.R. (2018). China: Forced Technology Transfer and theft?.  Peterson 

Institute for International Economics.  

Lawson, F.H. (1983). Hegemony and the structure of international trade 

reassessed: a view from Arabia. The MIT Press 

Liu, T., Woo, W.T. (2018). Understanding the U.S.- China Trade War. China 

Economic Journal. 

Miller, R. (2019). The lessons learned -and forget- From the Last Trade War. 

Bloomerg QuickTake 

Morrison, W.M. (2009). China and the Global Financial Crisis: Implications for 

the United States. CPR Report for Congress. 

Nicita, A. (2019).And trade diversion effects of the United States tariffs on 

China. UNCTAD Research Paper No.37. 

OECD and the WTO. (2013). Value-Added Trade: Concept, methodology and 

challenges (joint note from the OECD and the WTO).  

http://digamoo.free.fr/tradewarcepr19.pdf
http://digamoo.free.fr/tradewarcepr19.pdf
https://blogs.imf.org/2019/10/15/the-world-economy-synchronized-slowdown-precarious-outlook/
https://blogs.imf.org/2019/10/15/the-world-economy-synchronized-slowdown-precarious-outlook/
https://isdp.eu/content/uploads/2018/06/Made-in-China-Backgrounder.pdf
https://isdp.eu/content/uploads/2018/06/Made-in-China-Backgrounder.pdf
https://isdp.eu/content/uploads/2020/01/Trade-War-backgrounder-January-2020.pdf
https://isdp.eu/content/uploads/2020/01/Trade-War-backgrounder-January-2020.pdf
https://www.emerald.com/insight/content/doi/10.1108/ITPD-02-2019-003/full/pdf?title=a-real-driver-of-uschina-trade-conflict-the-sinous-competition-for-global-hegemony-and-its-implications-for-the-future
https://www.emerald.com/insight/content/doi/10.1108/ITPD-02-2019-003/full/pdf?title=a-real-driver-of-uschina-trade-conflict-the-sinous-competition-for-global-hegemony-and-its-implications-for-the-future
https://www.piie.com/blogs/china-economic-watch/china-forced-technology-transfer-and-theft
http://faculty.econ.ucdavis.edu/faculty/woo/Woo-Articles%20from%202012/2018.Liu-Woo.Understanding%20the%20U%20S%20China%20Trade%20War.pdf
https://www.bloomberg.com/news/articles/2018-07-27/lessons-learned-and-forgotten-from-last-trade-war-quicktake
https://fas.org/sgp/crs/row/RS22984.pdf
https://fas.org/sgp/crs/row/RS22984.pdf
https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
https://unctad.org/en/PublicationsLibrary/ser-rp-2019d9_en.pdf
https://www.oecd.org/sti/ind/49894138.pdf
https://www.oecd.org/sti/ind/49894138.pdf


45 
 

OECD. (2019). Measuring distortions in international markets. The aluminium 

value chain.  

Ossa, R. (2019).The costs of a trade war. Press CEPR May 2019 

Pei,C., Yang, C.,Yang, X., (2019). The SOE Reform in China‟s New Normal: 

Problems and Suggestions. The Basic Economic System of China 

Picardo, E. (2019). Why China’s Currency Tangos With the USD. Investopedia 

Pierce, J.R., Schott, P.K. (2012). The surprisingly swift decline of U.S. 

manufacturing employment. National Bureau of Economic Research. 

Pierce, J.R., Schott, P.K. (2018). New Perspectives on the Decline of US 

Manufacturing Employment. Journal of Economic Perspectives.  

Ríos, X. (2015). The 13th Five-Year Plan: Precedents, Context, Contents and 

Expectations.  

Rodrik, D. (2010). The return of industrial policy. Bruegel Blog Post 

The McKinsey Global Insitute (MGI). (2019). China and the world: Inside the 

dynamics of a changing relationship.  

The Washington Post. (2019). Trump says „America must win‟ the 5G race. 

Here‟s what you need to know.. 

Thorbecke, W. (2019).East Asian value chains, exchange rates, and regional 

exchange rate mechanisms.VOX CEPR Policy Portal 

U.S. Department of the Treasury. (2020). The Committee on Foreign 

Investment in the United States (CFIUS) 

United (2019).What are global value chains and why does it matter?. 

Wang, Z. (2017). China's Economic Growth: Ruler-Taker, Ruler-Maker, or Ruler 

Switch. Asian survey. 

Wang, Z., Zeng, J. (2020). From Strategic Competition Economic Cooperation: 

Understanding trade disputes between the US and China through transformed 

relations. Journal of Political Science of China. 

World Bank. (2019). The World Bank in China. 

World Economic Forum (WEF). (2017). Lecciones desde China sobre 

estrategia industrial 

World Economic Forum (WEF). (2019). Explained, the role of China‟s state-

owned companies. 

http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=TAD/TC(2018)5/FINAL&docLanguage=En
http://www.oecd.org/officialdocuments/publicdisplaydocumentpdf/?cote=TAD/TC(2018)5/FINAL&docLanguage=En
http://digamoo.free.fr/tradewarcepr19.pdf
https://www.usitc.gov/research_and_analysis/documents/Pierce%20and%20Schott%20-%20The%20Surprisingly%20Swift%20Decline%20of%20U.S.%20Manufacturing%20Employment_0.pdf
https://www.usitc.gov/research_and_analysis/documents/Pierce%20and%20Schott%20-%20The%20Surprisingly%20Swift%20Decline%20of%20U.S.%20Manufacturing%20Employment_0.pdf
https://pubs.aeaweb.org/doi/pdf/10.1257/jep.32.2.47
https://pubs.aeaweb.org/doi/pdf/10.1257/jep.32.2.47
https://www.bruegel.org/2010/04/the-return-of-industrial-policy/
https://www.mckinsey.com/featured-insights/china/china-and-the-world-inside-the-dynamics-of-a-changing-relationship
https://www.mckinsey.com/featured-insights/china/china-and-the-world-inside-the-dynamics-of-a-changing-relationship
https://voxeu.org/article/east-asian-value-chains-exchange-rates-and-regional-exchange-rate-arrangements
https://voxeu.org/article/east-asian-value-chains-exchange-rates-and-regional-exchange-rate-arrangements
https://iap.unido.org/articles/what-are-global-value-chains-and-why-do-they-matter
https://www.academia.edu/41936215/The_Economic_Rise_of_China_Rule-Taker_Rule-Maker_or_Rule-Breaker
https://www.academia.edu/41936215/The_Economic_Rise_of_China_Rule-Taker_Rule-Maker_or_Rule-Breaker
https://www.researchgate.net/publication/339129627_From_Economic_Cooperation_to_Strategic_Competition_Understanding_the_US-China_Trade_Disputes_through_the_Transformed_Relations
https://www.researchgate.net/publication/339129627_From_Economic_Cooperation_to_Strategic_Competition_Understanding_the_US-China_Trade_Disputes_through_the_Transformed_Relations
https://www.researchgate.net/publication/339129627_From_Economic_Cooperation_to_Strategic_Competition_Understanding_the_US-China_Trade_Disputes_through_the_Transformed_Relations
https://www.worldbank.org/en/country/china/overview
https://es.weforum.org/agenda/2017/05/lecciones-desde-china-sobre-estrategia-industrial/
https://es.weforum.org/agenda/2017/05/lecciones-desde-china-sobre-estrategia-industrial/
https://www.weforum.org/agenda/2019/05/why-chinas-state-owned-companies-still-have-a-key-role-to-play/
https://www.weforum.org/agenda/2019/05/why-chinas-state-owned-companies-still-have-a-key-role-to-play/


46 
 

World economy perspectives. (2019). Global slowdown in manufacturing, 

increased barriers to trade. 

World Trade Organization. (2015).World Trade and the WTO (1995-2014). 

World Trade Organization. (2018). WTO in brief  

Xing, Y. (2019).How iPhones Widens America's Trade Deficit With China: The 

Case Of The iPhone X. CEPR Portal VOX Policy 

https://www.imf.org/en/Publications/WEO/Issues/2019/10/01/world-economic-outlook-october-2019
https://www.imf.org/en/Publications/WEO/Issues/2019/10/01/world-economic-outlook-october-2019
https://www.wto.org/english/res_e/statis_e/its2015_e/its2015_e.pdf
https://www.wto.org/english/res_e/statis_e/its2015_e/its2015_e.pdf
https://voxeu.org/article/how-iphone-widens-us-trade-deficit-china-0
https://voxeu.org/article/how-iphone-widens-us-trade-deficit-china-0

