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US-CHINA
US-CHINA TRADE WAR:
A state maintains two lists while trading with the foreign world. 
1) Positive list
It is the list that contains those products that import of which is allowed. But the ratio of tax vary from product to product, country to country, situation to situation. Example of product to product means tax would always be less on raw material because it is the need of local industry. The proportional ratio of tax on spare parts or half finished goods would be more than raw material but less than the import of finished product for example the spare parts of automobiles and mobiles. The ratio of tax on finished products would always be higher. Example of situation to situation, currently united states of America has imposed higher taxes on Chinese products because its products cannot compete with Chinese products in the local market of America. The same united states was the biggest supporter of free trade in the past. Example of country to country, currently free trade suits china more than any other country in the world. It also suits to all other developing industrial nations because they are cheaper producers. 
2) Negative list
It is a list that contains those products the import of which is banned. For instance, more than 10 thousand different Indian products are banned in Pakistan. Any imported vehicle that is more than 3 years old cannot be imported into Pakistan. 

International Trade Pattern
There are two major trade patterns.
1. PROTECTIONISM
A state imposes higher taxes or tariffs and non-tariff barriers on the import of foreign products because the national products are unable to compete with the imported products in the local market of a country. The local prodcuts are either unable to compete in prices where the local products are expensive and the imported products are cheaper. Secondly, the local product may not be able to compete with the imported products in quality.
WHY A STATE ADOPTS PROECTIONIST MEASURES IN TRADE?
· When the local products of the country are unable to compete with the foreign products in the national market of the country. When the price of the national product is higher as compared to the foreign product. When the quality of the local product is not good as compared to the international product. In such a situation, the use of local products is discouraged and that of the foreign products are encouraged. It results in the decline of the industry and agriculture therefore, the government has to intervene by imposing higher taxes and non-tariff barriers on foreign products in order to protect the national products.
1. FREE TRADE:
· When the govt. removes the tariff and the non-tariff barriers while trading with the world, it is called free trade. The taxes on the products mentioned in the positive list are reduced. The reduction on taxes could vary from country to country, product to product and situation to situation. 
· Normally, the taxes on the import of raw materials are low (could be 10%, 5 % or even 0%). 
· The taxes on the spare parts or half-finished goods are comparatively higher than the raw material and lower to the finished or the end product. For examples, automobiles spare parts, mobile machinery, textile goods etc.
· The ratio of tax on finished product is comparatively higher.
· The ratio of tax is highest on the import of those product which are locally produced.
· The product may be mentioned in the negative in the negative list but in free trade the negative list is weaker and the ratio of tax is lower.
WHY A STATE ADOPTS FREE-TRADE?
· When the product of the country are more competitive both in price and quality.
· When the price of the national product is low and its quality is better as compared to the international products. In such a situation, state adopts free trade policy.
US-CHINA TRADE WAR:
· They have entered the largest trade war of the century since 2017. It is the largest trade war since WWII. 
· This trade war was started by US under Trump administration and was retaliated by China under Xi Jing Ping. 
· US imposed higher tariff on the import of the majority of the Chinese products. More than 8 thousand different Chinese products were heavily taxed. For instance, 
· Electrical equipment like, microwave ovens, solar panels, washing machines, refrigerators etc.
· Electronic equipment including mobiles, laptops, chips and semi-conductors etc. 
· textile products
· Steel and aluminum goods.
· General consumer goods
Biden administration instead of decreasing, increased the tariffs on the Chinese products. He imposed new and more taxes above 20 Billion dollars on electric vehicles, semiconductors and other electronic goods. 
· In response China retaliated and also imposed higher duties on the US products. For example,
· China heavily imposed tax on agricultural products like soya beans, grains, pulses etc.
· Electronic goods specifically Apple products and Mycron products.
· Luxury goods like private jets, helicopters, ships etc
REASONS BEHIND THE US-CHINA TRADE WAR:
Both have their respective reason for imposing heavy taxes and entering into the trade war.
1. WHY US INITIATED TRADE-WAR?
· Protecting the local industry and products. US products were unable to compete with the Chinese products in the local market of USA which was a huge setback for the local industry as the import from Chinese industry increased tremendously. The Chinese products were cheaper than the US products because of the low labour rates, lower taxes, and lower price of its currency called Yuan. The production of the disposable product which are used for a time being were surprising low in price. Trump in the past wanted to protect the American products under the slogan of American nationalism which is “America First, American First, and American Product First”. Biden today also wants to protect the local products and the revival of local industry and setback to Chinese industry. This all was only possible by imposing higher tariffs on Chinese products. 
· To reduce the trade deficit of American Trump imposed higher products on Chinese products. In the year 2017-18, the trade deficit was 635 Billion $ out of which more than 300 billion $ alone with China (More than 400 billion $ of imports and mere 100 Billion $ of exports). 
2024- 918.4 billion dollars  trade deficit in total in which Reduced to 295.4 billion dollar ---imports 438.95 billion dollars and 143.55 billion in exports The US trade deficit widened to $98.4 billion in December 2024, following a revised $78.9 billion gap in November and above forecasts of a $96.6 billion shortfall. It is the highest trade deficit since a record n March 2022, as US companies rushed to secure goods ahead of Trump administration tariffs. It reflects an increase in the goods deficit to $123 billion and a decrease in the services surplus to $24.5 billion. Total imports soared 3.5% to $364.9 billion, led by finished metal shapes, computers, and nonmonetary gold while exports declined 2.6% to $266.5 billion mainly due to pharmaceutical preparations, crude oil and computers. For whole 2024, the deficit increased 17% from 2023 to $918.4 billion. Exports increased 3.9% to $3,191.6 billion and imports went up 6.6% to $4,110 billion. The largest trade gaps were recorded with China ($-295.4 billion), the EU ($-235.6 billion), Mexico ($-171.8 billion) and Vietnam ($-123.5 billion). The trade gap with Canada was $63.34 billion. source: Bureau of Economic Analysis (BEA)


Resultantly, US imposed heavy taxes to reduce its trade deficit. Bidden has imposed the recent tariffs with the same intentions to reduce the trade deficit.
2. WHY CHINA DID IT?
China did it all in retaliation. Currently, free trade suits China more than any other country in the world. Therefore, it would not initiate any kind of protectionist measures on its own. US imposed higher duties on the Chinese products resultantly more than 200 Billion $ cut occurred in the exports of China to US. China was left with no option but to impose higher duties on the American products.
IMPLICATIONS OF US-CHINA TRADE WAR:
The Revival of the Local Industry of US
· The revival of the local industry of US as it imposed higher duties on the import of Chinese goods with the alternative products of US and discouraged Chinese goods. Resultantly, the import of those Chinese goods got difficult and they become expensive.
Reduction in the Trade Deficit:
· US imposed higher duties on almost more than 400 Billion $ on Chinese goods that resulted in the import was cut down to more than 200 billion $ and the trade deficit was reduced from 600 billion $ to 400 billion $.
Decline in the exports of China:
· US has been one of the largest exporting market for the Chinese goods. When higher duties were imposed on the Chinese goods that resulted in the cut down of export was cut down to more than 200 billion $. The decline was a major setback to China as the export earnings declined by 200 billion $. 
· Secondly, it was a major setback for the Chinese industry.
· It also resulted unemployment in China as the industry was affected 
IMPLICATIONS OF US-CHINA TRADE WAR ON GLOBAL POLITICAL ECONOMY:
The revival of protectionism
The two largest trade partners imposed higher duties on the products of each other. US also imposed higher duties on the import of products from Europe, Japan, Australia and other allies. In return to the US heavy taxes, all countries retaliated. There was a revival of protectionism.
The increasing penetration of China in the world market.
US pulled out of trans-pacific partnership (TPP) comprised upon US, Japan, ASEAN, South Korea, New Zealand etc. which provided China an opportunity to sign a new trade deal these countries which was called RCEP. (REGIONAL COMPREHENSIVE ECONOMIC PARTENRSHIP). China also afresh its trade agreement with EU. China’s exports to Eastern European countries which are not a part of European Union also increased tremendously. Furthermore, China increased its trade relations with Caspean region in general Russia in particular. China’s economic penetration into Africa and South America has also increased. 
China US trade war has entered into a new phase  that is mostly focused on IT technologies. It is also called Tech war which is mostly focused on chips, IT products of Apple, Huawei, Mycron, Xiaomi. BYD - an electric car company of China.
US-CHINA CURRENCY WAR:
Currency printing patterns
The introduction of paper currency in the world in 1740s by United Kingdom and later on followed by all the major powers of that time. The printing of currency was conditioned against gold from 1746 till 1944.
In 1944, Bretton Woods system was introduced in which US would print its dollars against gold and the rest of all the members of the Bretton Woods would print their currency against dollar.
International Trade and Currency Patterns:
1. BARTER TRADE
Historically, the trade among nations was conducted through the exchange of commodities.  For instance, Pakistan is importing oil form Iran in return wheat and rice are given to Iran.
2. 21st CENTURY TRADE IN POUNDS
In the 20th century and the beginning of the 21st century, majority of the international trade was conducted in Pounds as the colonies of UK traded in the currency of UK i-e pound. But the fall of UK due to WWI and WWII resulted in the fall of Pound. The fall of Pound gives space to the rise of Dollar. 
3. DOLLARIZATION OF INTERNATIONAL TRADE:
· In 1944, Bretton Woods system was introduced, that helped the rise of dollar.
a) It resulted in the establishment of IMF and IBRD (International Bank of reconstruction and development).
b) GATT (General Agreement on Trade Tariff) was introduced in order to make the international trade by removing the tariff and non-tariff barriers
c) Dollar became an international banking currency. US was supposed to print its currency against gold and rest of the Bretton Wood members would print their currency against their dollar reserves. It meant that all the member countries would print their respective currencies against the dollar reserves and all the state banks of the member countries were to keep their reserves in dollars. Resultantly, dollar became the reserve currency of the state banks. That helped in the dollarization of the international trade. As dollar became the international currency, the international trade was done in dollars.
· PETRO DOLLAR AGREEMENT-1970S
It is a secret agreement unannounced by KSA and USA. In 1974, KSA announced that it conducts its oil trade in dollars. It was also prevailed upon the Arab world countries which are part of OPEC (Organization of Petroleum Exporting Countries). It was prevailed upon the members of OPEC pass a resolution for conducting trade in dollars. This helped in dollarization. Oil is the largest commodity and KSA and Arab countries are the largest oil producers and exporters. When oil trade got dollarized then automatically the trade of other commodities shifted to dollars. 
China’s De-dollarization Policies:
Currency Swap Agreement
When two countries decide to conduct their trade not in dollar but by mutually swapping their currencies. China signed currency swap agreements with more than 40 countries of the world. It implies that China’s trade with Russia would not be in dollars in future rather in Yuan and Rubble.
China’s trade with Turkiye would be in Yuan vs. Lira
China’s trade with KSA would be in Yuan vs. Riyal	
China’s trade with Pakistan would be Yuan vs. PKR
The future trade of all these countries would shift from dollar to Yuan vs. the currency of the respective country.
The Rise of Yuan:
58 % of the world’s trade is conducted in dollars but in the last two decades, Yuan has become the second largest trading currency. It has surpassed Euro. Recently, Russia announced to export its oil not only in dollar and euro but also in Yuan. Resultantly, the export of oil from Russia, India, China, Sri Lanka and Pakistan is shifting to Yuan. KSA and UAE have also announced to trade their oil not only in dollar but also in Yuan and INR. Iran has also trading its oil not only in dollar but also in Yuan. 
The rise of BRICs and the de-dollarization:
China is the leading member of BRICS, it played a key role in shifting BRICS trade from dollars to currency swap on one hand and more importantly to Yuan on the other hand. The Chinese president has also suggested BRICS members to have a common currency just like Euro of European Union. If that happens it would be a major setback to the dollar hegemony in the international trade. 
Chip War. (Semi-conductor)

Oil had been central to the world economy for almost a century, chip has central to the world economy in the recent years. More than 12 trillion $ of the world’s economy is directly dependent on chip. All the defence products either jet fighters, missiles or worship instruments are dependent on semi-conductors.  The world transport industry whether cars, buses, trains, ships or airlines cannot run without the tiny chips. The electronic and electrical industries especially mobiles, laptops, robots and computers cannot function without the chip.
 Chip has become at least 3 trillion $ of world’s economy. US, Europe in general and Germany, Japan, South Korea, and China in particular are all are major producers of chips. But Taiwan is the central point of the World Chip Industry. It is the largest producer of raw material used in semi-conductors and it produces the world largest, latest and cheapest Chips in the world.  
US-China rivalry or trade –war has entered into a new phase called technological war especially the Chip war. Taiwan is in the immediate neighborhood of China and Beijing has a long standing claim on Taiwan as part of its territory. If China controls Taiwan, it would also control the Chip industry. It would be a tremendous boast for China and setback and a major setback for US in the technological war. It would provide China with an opportunity not only to control the raw material used in Chips but would also control the production of cheaper semi-conductors.
 On the other hand, US would be the major loser in this technological war as not only the chip industry would be in the control of China, it would also make the world transport, weapon, electrical and electronic industry to go under China’s control. Therefore, US is against Taiwan to go with China. For this reason, US is providing military and diplomatic support to Taiwan against China.
In 1972, US decided to accept One –China Policy which means Taiwan is the part of China. Furthermore, it also stopped supporting Taiwan as an independent entity and the real China as in the 1950s and 1960s Taiwan was representing China UN Security Council. But from 1972 onwards, Beijing represents China in the UN SC. US also shifted its embassy from Taipei to Beijing. At the same time, US also ensure that China would not annex Taiwan. 
Currently, China is trying to apply One Country-Two System Policy on Taiwan which means Taiwan would surrender its defence, Foreign policy, communication and currency to Beijing but would remain autonomous in its internal affairs. This policy of Xi Jinping is neither acceptable to Taiwan not to USA. 
