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U.S.-China Trade War
The economic reforms and rapid economic growth experienced by China, accompanied by the effects of globalization can largely be linked to the recent economies of China and the U.S. to end up increasingly integrated (Tong, 2017). Despite the fact that the two country economic ties being perceived by most analysts to be of mutual gain, generally, tensions have spiked up due to certain Chinese economic and trade policies that majority of critics siding with the U.S. describing them as being protectionist, economically distortive, and not of any benefit to the interests of America (Tong, 2017). On the other hand, others believe that the trade wars between the two nations are as a result of the outcome of a partial shift to a free market economy. Perhaps some of the main areas of contention for the U.S. over China relate to:
Challenges and connections to global markets
Network diverse of industrial policies that relate to the adoption of trade and investment obstacles, financial backing, and indigenous innovations. The policies are designed to empower and protect the local sectors and industries, specifically the small enterprises, that the Chinese government believes will end up being of great significance to China’s future economic growth (United States, 2014). Most of the policies enacted by China as from 2006 are linked to the ‘National Medium-and Long-Term program for Science and Technology Development (MLP).’ It seems to be aimed at transforming China into one of the main centers of innovation as of 2020 (Allison, 2018). By 2009, there were concerns over plans by China to establish an ‘Indigenous Innovation Product Accreditation System.’ Global representatives challenged the decision stating that China was protectionist in nature since preferential treatment would be given in government procurement, therefore, locking out foreign firms. A letter from the U.S. Chamber of Commerce together with other associations noted that such homegrown innovations would hamper non-Chinese firms from taking part in Chinese government procurement yet Chinese firms would take part in other governments’ procurement (Allison, 2018). The WTO review on China’s move to promote their indigenous industries would eventually result in a worrying trend on increased discriminatory policies with intentions of coercing transfer of technology.
Inability to provide desired protection of U.S. intellectual property rights (IPR) and possible spread of government initiated cybercrime of some of America’s trade secrets security to promote Chinese firms (United States, 2014). There have been many concerns from U.S. business and government representatives over the huge losses they have experienced due to IPR infringement from the world especially China. Innovation and intellectual property have been acknowledged to be a great source of global growth and competitiveness. It is estimated that IP intensive industries created nearly 45.5 million jobs globally and even contributed to $6.6 trillion in value to the global economy, an increase of 30% from 2010 (Li et al., 2018). IPR piracy and infringement is a problem that affects the world and due to no proper protection has been identified by global businesses as the main challenge faced especially conducting business in China. Although China is making significant strides in trying to improve the situation, still, the piracy rates within China remain alarming.
A mixed outcome in the implementation of their World Trade Organization (WTO) obligations. In 2006, it was discovered that the targeted market liberalization of China seemed slow due to the interventionist policies and practices by the Chinese government, and the significant role played by state-owned enterprises that cause trade distortions which further cause trade frictions (United States, 2014). According to a report on China’s WTO compliance, there were several concerns that were identified. They included IPR, industrial policies, service restrictions, agricultural product restrictions, and restrictive aspects of the legal framework of China. From the concerns, a total of 23 disputes have been brought forward by every WTO member against China while China has only brought up 12 cases against the U.S (Li et al., 2018).
Government directed financial policies aimed at promoting numerous savings though affecting consumption by the private sector, promotion of high fixed investment levels which may as well lead to overcapacity in most industries, and an exchange rate policy that is managed that creates a possibility of disrupting trade flows (United States, 2014). It is difficult to estimate the probable economic outcome increased tariffs would have not only on China and the U.S. but also the global economy. Apart from the rise in tariffs the following could take place: countries would result to measures such as boycotting products and services from different nations; a reduction in holdings of U.S Treasury securities; ban the importation of certain vital minerals in the U.S. that China is a major producer; adoption of more restrictions on certain commercial activities; and the emphasizing of firms seeking non-specific country goods as services (Daiwa Institute of Research, 2018). As a result, this could greatly affect the multilateral trading systems as well as global economic growth.
Future trends
As more nations seem to be against China’s move, it is expected of China to try and strengthen its alliances. A recent move is of India and Pakistan who fully joined the Shanghai Cooperation Organization for the first time (Xi, 2018). Additionally, China recently hosted the Forum on China-Africa Cooperation Summit in Beijing for another time. The first China International Import Expo (CIIE) held in Shanghai has just concluded (Xi, 2018). All these are an attempt by the Chinese government to for alternative markets for its products after the fall out with the U.S.
Contrary to most expectations, there are concerns about why we are still experiencing an escalation in the U.S.-China trade war. This may be possibly due to the underlying logic of peculiar strategic but not economically driven. The U.S is in an attempt to change China’s economic model while China is hesitant on the same. Based on history, this seems to be a new type of cold war between the world’s largest powers and would perhaps promote the formation of opposing spheres of influence. Since there exists an economic interdependence between the two nations and other superpowers, this new type of cold war would rather be different and even milder compared to the initial one (Hankla, 2018).
The trade war is expected to have an impact on trade activities with other nations. An example includes Taiwan, which exports about 40% of its products to China (Pauley, 2018). The current trade environment with Taiwan and China has been hampered and is expected to worsen in the near future. The future seems not bright if the trade ware persists since it will lead to the destruction of jobs and employment opportunities especially in the export sector while on the other creating some jobs though they will be competing ones.
Solutions
From the U.S.-China trade war, there are several solutions that can be reached depending on the level of urgency to the parties involved. Due to the rapid decline in support for global free trade not only in the U.S. but also developed nations, there is the need for the two nations to begin collaborating instantly so as to successfully conclude the Doha Rounds (Woo, 2016). China’s commitment to maintaining a consistent economic globalization patter will benefit America’s efforts on the WTO system. The current international atmosphere is suitable for protectionism, as result, the two nations have to work hand in hand to offer leadership to help do away with multilateral trade.
There has to be a shift on the U.S approach towards the tripartite position that China is solely to be reliable for the economic imbalance; that RMB appreciation is China’s only preferable policy; and that the economic practice by the Chinese government is meant to maintain its trade imbalance limited. In its place, there should be a policy package that emphasizes multilateral adjustments whereby the U.S can make a reduction on its budget deficit as China reduces its import barriers (Moeller, 2018). Moreover, the policy package should emphasize U.S-China cooperation in order to reinforce the supply of global public goods.
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