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China-US Relations
Trade and trade policy have a significant impact on the likelihood of conflict. Globalization itself, which is synonymous with reduced risk of conflict, is accelerated by price and trade liberalization, technological changes, and the emergence of global institutions. At the start of the 20th century, most western Europeans were optimistic about progress. The previous century had been a period of relative peace and globalization, increasing democracy and economic growth. This optimism was then brought down by the world wars and the great depression of the 20th century. However, new foundations for globalization arose out of the ensuing destruction, and towards the end of the 20th century, even socialist Eastern European nations were warming up to global alliances. However, things are very different now, barely two decades later. After the global financial crisis, populist movements started springing up worldwide (Van Reneen, 2017). Most of these populist movements are characterized by a rejection of globalization and “us vs. them” rhetoric. Such movements view globalization as win-lose situations where they lose jobs to foreigners instead of recognizing globalization's mutual benefits. This is the case in the US, the UK, Poland, Hungary, and Latin America. The classic liberals argued that economic interdependence reduced interstate conflict and this period of globalization was proof of that. Oneal and Russett (2001) argue that the role of trade in reducing conflict is underappreciated. They analysed the Cold War era and found that economic openness and higher levels of economically trade were associated with a lower likelihood of conflict. Democratic states also tend to trade more than authoritarian states. In this essay, I will discuss the trade wars between USA and China and show how they are detrimental to both countries and as an example of how economic interdependence is good for democracies. 
Due to limitations of goods, resources and services, trade deficits between countries may exist. These deficits are driven by natural market forces and efficient lending and borrowing between countries. This was and still is the case for USA and China. In 2012, the trade deficit for the USA with China was $315.1 billion. In 2015, this deficit rose to $367.3 billion before reducing to $346.8 billion in 2016. The trade deficit then rose again to $418.9 billion in 2018 before dropping to $345.2 billion in 2019. In 2020, the deficit then dropped to a historic low of $310.8 billion. Trade deficits aren’t necessarily a bad thing and in the case of China, there were two main reasons the trade deficit remained that high. China has a lower standard of living, translating to lower wages for workers and an exchange rate whose value is partially affixed to that of the USD. Most Americans think trade deficits are inherently bad and think their country is “losing” to China. Such notions form the basis for bad politics and economics.
Donald Trump run his presidency on a populist rhetoric that promised to “Make America Great Again” by making the country nationalistic and “protecting” its interest. This was the basis for the start of the trade war with China in 2018. The U.S and China started imposing various measures to restrict trade flows between the countries in 2018 with the US raising tariffs on Chinese imports before China retaliated by doing the same with American imports. The conflict escalated reaching its climax in May 2019 when the U.S. increased tariffs to 25% up from 10%. The 2 countries eventually came to a truce in a deal known as Phase 1 agreement in January 2020 rolling back some tariff increases and cancelling some tariff increases. The projected effects of a trade war between the two countries were however significant. According to Tsutsumi (2019), the additional tariffs would cause a GDP decline of 0.1% and 0.2% in the US and China respectively. If one was to consider the effects of technological spillover and capital deepening that is promoted by trade between the 2 countries, the US would experience a GDP decline of 1.6% while China would experience a reduction of 2.5%. For the relatively brief period that it lasted, the war had economic costs on both countries. According to Zandi et al. (2019), the trade war cost the USA 0.3% of its real GDP and almost 300,000 jobs. China was also affected by the war. China’s economic growth had already started slowing down and the war would probably worsen things. In 2019, industrial growth fell to the lowest levels recorded in 17 years. Economic growth in the Q3 2019 was the slowest since Q1 1992.
 Clearly, trade wars worsen matters for both countries and reduce prosperity. After Trump’s defeat and the inauguration of Biden, many hoped there would be significant changes in China-US relations. Most of the confrontational measures are still in place and Biden faces pressure to not appear soft on China. In contrast, criticisms of the democratic peace theory exist. Russett et al. (1995) gave 3 main objections to the democratic peace theory. These objections are that; the democratic peace theory does not account for conflicts between democratic states that did not end in war, the number of wars between democracies remains surprisingly high and that wars and democracies are so rare that a hypothesis of the two cannot easily be drawn. The case of US and China shows quite the opposite of this and proves that the democratic peace theory is quite valid. The countries would benefit more if they had a more cordial relationship. However, China is not known for its openness and has deliberately closed itself off to relationships with most Western democracies. 
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