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Abstract 

 

 Every day, news of the ongoing trade war between China and the United States 

appear on the first page of newspapers and online articles and people suddenly started 

worrying about a possible “Third World War”. However, it is possible to retrace in their 

diplomatic and economic history some crucial events that shaped into the current state of 

affairs, as the swift “renaissance” of the Chinese superpower changed forever the balance 

of the world outlook. Therefore, the main objectives of this thesis consist of analyzing 

the history of U.S.-China relations and compare today’s trade war with some of the trade 

wars of the past to figure out what the possible outcomes of this conflict could be. In order 

to do so, we will analyze the diplomatic and economic relations between China and the 

United States before the trade war in the first chapter, together with some major events 

that laid the foundations for today’s antagonism.  

In the second chapter, we will proceed to explore some of the strategies used during the 

trade war by both countries, as well as the economic consequences they endured.  

Finally, in the third chapter, we will confront it to some of the economic conflicts from 

last century to formulate some hypothesis about what could happen during the course of 

the trade war.  

 

 

 

 



 5 

 

导论 

 

“贸易战是好的而很容易打赢”。 

 

2018 年 3 月 2 日，美国总统唐纳德·特朗普在推特上发表了一条推文，不出所料这

条推文引起了全世界的反应。这一切始于 2018 年 1 月。特朗普总统对中国和美国

之间不断增长的贸易逆差感到愤怒，因此他决定对从中国进口的太阳能电池板和

洗衣机征收关税。特朗普 3 月 2 日发布推文几天后就决定对中国进口的钢铁和铝

征收关税，这导致中国以关税进行报复。这一事件最终标志着两国关系新篇章的

初时。 

 

电视，报纸和各种各样的社交媒体中国和美国之间的贸易战争被广泛地讨论,但是

当涉及到经济冲突是大大不同于军事战争,很难建立准确的损失,生活影响。更重

要的是，由于这个原因，甚至更难预测它们将如何以及何时结束。 

  

 尽管如此，回顾过去的贸易冲突，我们有可能找到一些共同的相似之处，

这些相似之处导致了贸易战争的爆发，并试图提出一些假设，预测这场正在进行

的经济冲突的未来会发生什么。 

 

因此，在我的论文的基础在于导致中美这两个全球超级大国发生冲突并最

终升级为关税战争的主要事件和原因地分析。  

 

 当我认为这个主题在我们时代是至关重要的，我选择了这个主题进行我的

研究生论文。我认为贸易战不仅涉及中美两国而实际上它更具有全球相关性。.这

两个国家的财富和福利都建立在自由贸易的基础上，双方都从中受益匪浅。一方

面，由于自由贸易体制，美国得以成为国际体系的领导者，随着近期地保护主义
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政策，我们可能会看到美国影响力的下降。另一方面，改革开放进行之后，中国

让数百万人摆脱了贫困。许多人认为，如果中国没有选择这样做，它肯定不会成

为今天的超级大国。 

 

 世界各地，保护主义措施和民粹主义似乎在过去几年中受到欢迎。众所周

知，美国总统特朗普反对世界贸易组织和其他自由贸易协定。可是，在这个越来

越复杂的时代，简单的解决方案很少能改善情况。中国并不是唯一个成为这种 

“特朗普式”新保护主义的目标国家:美国的一些主要盟友，如欧盟、加拿大、日本

和墨西哥，也因向美国的进口产品征收某些关税而受到损失。这导致了报复性措

施，使美国在全球范围内越来越孤立。 

 

 这与中国的情况很不一样，中国现在在实施一个雄心勃勃的计划称为一带

一路 ( BRI )。一带一路计划中，中国角色是借钱和世界各地创建基础设施, 同时建

立一个经济联盟网络所以得到正确的结果，中国会当全球经济的最重要国家。 

该计划旨在通过加强软基础设施、硬基础设施以及最后但并非最不重要的文化纽

带，通过海上和陆地网络，将亚洲与欧洲和非洲连接起来。从政治和经济的角度

来看，预计该计划最终将为中国带来巨大的收益。它一直被认为是有争议的，并

显然伴随着一轮批评，尤其是针对中国被指责在重大基础设施项目的建设上偏袒

中国企业而非本土企业的事实。“一带一路” 的目的在于通过加强软基础设施、硬

基础设施以及文化交流，增加海上和陆地人脉，将亚洲与欧洲和非洲连接起来。

从政治和经济的角度来看，预计该计划最终将为中国带来巨大的收益。“一带一路

一” 被认为是有争议的，并显然伴随着一些批评，尤其是针对中国被指责在重大

基础设施项目的建设上偏袒中国企业而没有收录本土企业。“一带一路”，不能不

让人想起美国的马歇尔计划。美国提供了 10 亿美元帮助西欧国家在战后恢复，这

在本质上起到了经济基础和社会凝聚力的作用，北约也因此而诞生。对美国的共

识是建立在经济援助的基础上，这样经济援助引发了 30 年的进步。如今，中国正

在做类似的事情，通过“一带一路”倡议建立一个联盟网络。 
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我的论文有三个章节:第一章里, 我研究了中美经济与邦交关系历史。为了

了解两个国家的当代关系我选择从 1971 年尼克松访问中国开始。这正式重启两国

外交关系的主要事件经过几十年的彼此没有外交联系。本章中我还要讨论的事件

有 1989 年的天安门事件、2001 年中国加入世界贸易组织(WTO)以及中国国家主席

习近平的到来及其“中国梦”。 

 

第二章里，跟贸易战争的事件有关的事件是主要的焦点，但是我决定只用

一个小章节探讨关税和时间线的贸易战争。事实上有其他主题贸易战争相关事件

是同样重要的, 例如贸易赤字, 网络安全问题, 逮捕华为首席财务官的事件。因为他

们有一个核心作用在事件的发展，这些事件都值得深刻地讨论。 

 

当今贸易战的重要组成部分是新技术领域。新技术是衡量中美两国创新能

力和未来的主战场，也是在科学发展和科学发现的驱动下，主宰这个新世界的必

由之路。现在可以比较肯定地说中美贸易战很大的部分是在于 5G 和人工智能技

术等新技术领域引起和展开的，这些技术将在这场战斗中发挥巨大作用。 

   

 在第三章，我决定研究过去的两场贸易战。第一个是 1930 年的《斯姆特-

霍利关税法》，这是美国总统胡佛采取的一项保护主义措施。他被指责在大萧条

的背景下恶化了已经受到损害的美国经济。仔细探讨《斯姆特-霍利关税法》和今

天的贸易战争有一些惊人的相似之处。首先美国征收关税后在这两种情况下的美

国经济和外交上更加孤立，而且由于其他国家所强加的报复性关税全球贸易大幅

放缓(三十年代比今天更减速了得多)。 

 

第二个对比我决定研究 80 年代日本和美国的贸易战。在大衰退的背景下，

美国人的不满情绪不断增长，美国政府决定将他们的经济问题归咎于美元升值。

因此，他们提出了“广场协议”，这是一项由法国、西德、日本、美国和英国于
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1985 年签署的联合协议。该协议的条款要求美元兑日元和德国马克贬值，方法是

干预外汇市场。“广场协议”，美国的真正目标是重新平衡与两国的贸易逆差。 

一个很大的相似之处是，货币贬值在这场紧要经济冲突中有了中央角色，

就像今天一样。事实上，2019 年 8 月，美国总统特朗普将中国列为“汇率操纵国”，

称中国为压低人民币汇率，以保持中国产品在海外的价格竞争力。这是从 1994 年

开始美国总统第一次将中国列为汇率操纵国，这一决定可以象征性地被看为对中

国政府的挑衅。 

  

 撰写本论文时，中国和美国达成了一项贸易协议，讲关税战的“第一阶段”

已经结束。这项贸易协议要求中国大幅增加从美国的进口，同时两国将能够保留

对进口产品的部分关税，并避免征收更多关税。美国总统唐纳德·特朗普称该贸易

协议是他的政府的一个“开创性”成就，然而许多人怀疑中国要兑现他们在该协议

中做出的承诺。 

   

 事实上，有一些合理的怀疑认为贸易协议可能只是特朗普重新获得美国农

民支持的一个简单途径，这些农民在特朗普征收的关税下遭受了很大损失。另一

方面，这也是中国政府管理国民投资预期的一种简便方法。此外，在中国承诺实

施知识产权法的问题上，该协议的中文措辞相当模糊。 

 

尽管媒体对该协议大肆宣传而把特朗普喜笑颜开传播，但仍有很多问题需

要与中国领导人讨论。军事战争，以及经济战争，可能会产生最不可预测的结果。

在这件事上更是如此，因此特朗普总统好像没有一个连贯、长期和广泛的战略。

无论如何，我们可以肯定地说这场贸易战远未结束。 
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Introduction 

 

 
“Trade wars are good, and easy to win”. 

 

 On March 2nd, 2018, a tweet from American President Donald Trump was sent 

through the ether, predictably raising reactions all over the world. It all started in January 

2018, when the United States (U.S.) President, angered by the growing trade deficit 

between China and the U.S., decided to impose tariffs on imports of solar panels and 

washing machines coming from China. Trump’s tweet of March 2nd was followed after a 

few days by his decision to impose tariffs on Chinese imports of steel and aluminum, 

which brought China to retaliate with their own tariffs. That event finally marked the start 

of a new chapter in the relations between the two countries. 

 

 The trade war between China and the United States has been widely discussed on 

television, on newspapers and on social media of all kinds, however, when it comes to 

economic conflicts they are substantially different from military wars in the sense that it 

is harder to establish exactly the kind of damages and the impact it has on people’s lives. 

More so for this reason, it is even more difficult to predict how and when will they end.  

Nonetheless, looking back to past trade conflicts, it is possible to retrace some common 

similarities to the factors that made trade wars start and to try and bring forth some 

hypothesis in what could happen in the future of this ongoing economic conflict. 
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 Therefore, at the basis of my thesis is an analysis of the main events and reasons 

that conduced two global superpowers such as China and the United States towards a 

collision that finally escalated in a tariff war.  

 

 The decision to elaborate on this specific theme came to me as I consider this topic 

to be of crucial importance in our time. I believe that the trade war is also a topic that 

does not involve just China and the United States, in fact, it is more of an issue of global 

relevance. The wealth and welfare of these two countries have been built on barrier-free 

trade and they both have hugely benefitted from it. On one hand, the United States of 

America were enabled to become leaders in the international system also thanks to free 

trade institutions, and with this rise in protectionism we might see an acceleration in the 

American influence decline. On the other hand, China made millions of people rise out 

of poverty after Chinese government decided to transition towards a free-trade market 

and open it to foreign investors. Many believe that if China had not chosen to do so, it 

would surely not be the superpower that is today. 

 

 All around the world, however, protectionist measures and populism seem to have 

gained popularity in the last years. Trump, the President of the United States, is famously 

opposed to the World Trade Organization as well as other free-trade agreements. 

However, in such increasingly complicated times, simple solutions rarely can provide 

improvements to the situation. China is not the only country that has been targeted by this 

new “Trumpian” neo-protectionism: some of the United States’ major allies, such as the 

European Union, Canada, Japan and Mexico, have also been penalized by some tariffs on 
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their imports to the States. This resulted in retaliatory measures that made the United 

States more and more isolated in the global scenario.   

 

 This is in contrast to the situation of the People’s Republic of China, which is 

implementing an ambitious plan called Belt and Road Initiative (BRI), that sees China 

lending money and creating infrastructures all around the world, in the meantime 

establishing a network of economic alliances that, given the right outcomes, will make 

China the number one player in the global economy. The plan aims at connecting Asia 

with Europe and Africa via maritime as well as land networks by strengthening soft 

infrastructure, hard infrastructure and, last but not least, cultural ties. The plan is expected 

to ultimately provide China significant gains, both under a political and economic point 

of view. It has been deemed controversial and obviously came with a round of criticism, 

especially aimed at the fact that China is accused of favoring Chinese enterprises over 

local ones for the creation of major infrastructural projects. When talking about the BRI, 

it is impossible not to be reminded of the Marshall Plan, the U.S. program that brought 

aid to Western Europe after World War II. The United States offered billion dollars to 

help Western European countries recovery after the war, and it essentially functioned as 

the economic basis and the social glue from which NATO was subsequently stemmed 

from. The consensus to the United States was built on the economic aid that triggered 

thirty years of progress. Nowadays, China is doing something similar by creating a 

network of alliances through the Belt and Road Initiative. 
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 My thesis is articulated in three chapters: over the first chapter, I compiled an 

overview of the international and political relations between China and the United States, 

in order to see the main events that characterized their sometimes-tense relations since 

the visit of Nixon to China in 1971, the main event that formally restarted their diplomatic 

relations after decades of having no diplomatic contacts with each other. Some other 

crucial events that I will discuss over this chapter are the Tiananmen Crackdown in 1989, 

the entrance of China into the World Trade Organization (WTO) in 2001 as well as the 

coming of Chinese President Xi Jinping and its “Chinese Dream”. 

 

 In the second chapter, the events concerning trade war are the main focus, 

however I decided to dedicate only a subchapter to the tariffs and the timeline of the trade 

war. In fact, there are some other topics related to the trade war that are just as important, 

for instance the trade deficit, the cyber security issues, the arrest of Huawei Chief 

Financial Officer, all of which deserve to be discussed in length as they had a central role 

in the development of the events. A significant part of today’s trade war is played in the 

field of new technologies, which represents the main battlefield for China and United 

States to measure their innovation capacity and their future as well as a way to dominate 

this new world driven by scientific development and discoveries. It is safe to say, now, 

that a big part of the trade war between China and the United States is caused and fought 

in the realm of new technologies, such as 5G and Artificial Intelligence technologies, that 

will be playing a huge role in this fight.  
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 In the third chapter, I decided to examine two instances of trade wars in the past.  

The first is the Smoot-Hawley Tariff Act bill of 1930, a protectionist measure taken by 

U.S. President Hoover, which was blamed to have worsened the already-compromised 

American economy in the context of the Great Depression. There are some striking 

similarities between the Smoot-Hawley bill and today’s trade war, first of which is the 

fact that in both cases the United States were more isolated economically and 

diplomatically after imposing the tariffs, and thanks to the retaliatory tariffs imposed by 

other countries global trade significantly slowed down (even more so in the Thirties rather 

than nowadays). 

 

The second instance of trade war I decided to examine was the trade war between 

Japan and the United States in the Eighties. In the context of the Great Recession, 

American dissatisfaction kept growing and the U.S. government decided to blame the 

dollar appreciation for their economic issues. Accordingly, they proposed the “Plaza 

Accord”, a joint-agreement that was signed in 1985 by France, West Germany, Japan, the 

US and the United Kingdom. The terms of this accord required to depreciate the US dollar 

in relation to the Japanese Yen and the German Deutsche Mark by intervening in currency 

markets having the US the real aim of rebalancing the trade deficit with the two countries. 

 

A big similarity is that the currency depreciation had a role in this historical 

economic conflict as well as today. In fact, last August U.S. President Trump labeled 

China a “currency manipulator”, arguing that China artificially depreciate the Renminbi 

in order to keep the prices of Chinese products competitive abroad. It was the first time 



 16 

after 1994 that a U.S. President labeled China a currency manipulator and this decision 

can be seen symbolically as a provocation to the Chinese government. 

 

 At the time of writing this introduction, China and the United States undertook a 

trade deal, calling the “phase one” of the tariff war over. This trade deal will require China 

to significantly augment their imports from the United States, while both countries will 

be able to keep some of the tariffs they already had on Chinese imports and avoid 

imposing further tariffs. U.S. President Donald Trump labeled the trade deal a 

“groundbreaking” accomplishment for his administration, however, many people doubt 

that China will be able to honor their commitments taken in the deal.  

  

 In fact, there are some legitimate suspects that the trade deal might have been just 

an easy way out for Trump to get back the support of the American rural farmers that 

suffered under the tariffs he imposed. On the other hand, it is also an easy way for Chinese 

government to manage their citizens’ expectations on investments. Also, in Chinese, the 

wording of the agreement is quite vague when it comes to China’s commitment to enforce 

Intellectual Property Laws. Despite the media hype around the deal and Trump’s exultant 

grin, there are many more issues that remain to be discussed with their Chinese 

counterpart. Military wars, and economic wars as well, can have the most unpredictable 

results, and we can be sure that this trade war is still far from being over. 
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Chapter I: 

An overview of China-U.S. relations from the opening of China to Xi 

Jinping’s era 

 

1.1 China-United States rapprochement  

 

 The visit of the United States (U.S.) President Richard Nixon to China in 1972 

was a watershed moment in the diplomatic history of both countries. These two countries 

had been estranged for many years before this historical event and President Nixon’s visit 

was so unexpected and surprising at the time that it even created the sentence “Nixon 

goes to China”1 to mean, as a political metaphor, the skillful ability of a politician to 

seemingly go against his own political values without losing any credibility, as it 

happened in this case. In fact, Nixon had an undeniable reputation for being firmly anti-

communist to the eyes of the Americans, so virtually no one could have accused him of 

being “soft on communism”. He was the only politician in the States who could get away 

with such a bold move, reversing two decades of American policy and ideology by 

traveling to the Chinese capital, Beijing. At the same time, he was undoubtedly a cunning 

strategist, and making steps through peace with his most traditional enemy was a 

calculated move: the U.S. could not face the Soviet and the Chinese threat at the same 

 
1 The quote from Mainsfield originally was: “Only a Republican, perhaps only a Nixon, could 

have made this break and gotten away with it." MAINSFIELD, Mike, "A Size-Up of President 

Nixon: Interview with Mike Mansfield, Senate Democratic Leader", U.S. News & World Report. 

December 6, 1971, p. 61. 
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time. One of the reasons for which improving relations with China was crucial to him 

was, indeed, the need to contain the nuclear threat. 2 Moreover, the Cold War was in full 

swing and Nixon reasoned that he needed closer diplomatic relations with the PRC to 

make the Soviet Union, which was considered to be the biggest communist threat at the 

time, more open to U.S. policy requests. He wanted to take advantage of the complicated 

Sino-Soviet relationship, to open up another front in the Cold War with the URSS. As a 

matter of fact, Nixon was supposed to meet with URSS leader Leonid Brezhnev not long 

after his visit to China, so he hoped to use these new bilateral relations to gain leverage 

for his requests during the talks with Soviet leaders3. It is worth noting that, on the other 

side, the Chinese were fully aware that a summit between Nixon and Brezhnev was 

planned later in that same year, and for this reason they were particularly worried over 

possible Soviet-American collusion against China.4  

 

 The final - but not any less important - reason for seeking improved bilateral 

relations with China was undoubtedly the whole Vietnam War fiasco. In fact, the United 

States’ reputation and image were weakened after the failure to quickly end the Vietnam 

War, and the involvement of the American superpower in the war was becoming more 

and more unpopular between U.S. citizens with every day that passed. Finally, U.S. 

 
2 BURR, William, “The Beijing-Washington back-channel and Kissinger’s secret trip to China, 

September 1970-July 1971”, National Security Archive Electronic Briefing Book No. 66, 

February 27, 2002. 
3 KENNEDY, Charles Stuart, "Nixon Goes to China", The Association for Diplomatic Studies 

and Training: Foreign Affairs Oral History Project, 1998. 

4 HANIMAKI, Jussi M., “The flawed architect. Kissinger and American foreign policy”, Oxford 

University Press. 2004, p.270. 
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officials hoped that a rapprochement with China would help them in isolating North 

Vietnam.5 

  

 President Nixon scrupulously started to prepare the way for his visit during the 

year before, 1971. After almost 20 years of neither economic or diplomatic relations with 

China, the two countries exchanged ping-pong teams. The U.S. team received an 

invitation to China when they were attending the thirty-first World Table Tennis 

Championships, that was held in Nagoya, Japan. Nixon allowed the team to fly to China, 

and the historical event took place on April 10, 1971. The ping pong team and the 

accompanying journalist represented the first American delegation that traveled to China 

since Chairman Mao Zedong proclaimed the People’s Republic of China in 1949.6 On 

April 14th, 1971, most of the restriction on trade between China and the U.S. were ended.7  

 

 After the visit of the American ping-pong team, the Chinese responded the Nixon 

himself would be welcomed into China: they delivered the message through Pakistan, 

country that helped facilitating the relations through the two states at the beginning8. Later 

during that same year, Nixon secretly sent his most trusted advisor, Secretary of State 

 
5 Office of the Historian, Foreign Service Institute, United States, Department of State. 
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8 Embassy of Islamic Republic of Pakistan, Washington D.C. “Pak -US Relations”, Washington 
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Henry Kissinger, on a visit to China to meet with the Chinese leadership and pave the 

way for the president’s visit that was to come. This mission was again facilitated by the 

Pakistani9. Kissinger, a skillful diplomat and a proponent of realpolitik, traveled to China 

twice during the year and obtained the most important political benefit he was looking 

for: the willingness of Zhou Enlai to welcome the United States’ president on an official 

visit. 10 After this great accomplishment, the American foreign policy saw big changes in 

many important aspects. In fact, on October 1971, the United Nations finally admitted 

the People’s Republic of China, at the expenses of the nationalist government of Chiang 

Kai-shek in Taiwan.11  

  

 President Nixon was accompanied by Kissinger and their visit to China lasted 

from February 21st to 28th, 1972. After their arrival, they were almost immediately 

summoned by Chinese leader Mao Zedong. To this day, the transcripts of the 

conversations of the two leaders are not fully public, however, we now know there were 

some points that were widely discussed during that week. One of the main points 

concerned how to coordinate their policies towards some major powers, primarily the 

Soviet Union, as well as India and Japan.12 They also talked lengthy about the U.S. 

intervention in Vietnam. Yet during these talks, the thorniest topic was above all the status 
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of Taiwan: the U.S. would agree on the One-China policy, asserting that Taiwan is 

undoubtedly an essential part of China, and grant China that the U.S. would not support 

Taiwan’s independence. However, these last points were more problematic than others 

because they could not afford to make it look like they were selling out Taiwan, as we 

know by the notes Nixon wrote for a meeting with Zhou Enlai to illustrate the U.S.’ 

position on the issue.13 

 

 A crucial event happened during Nixon’s visit to China: on February 28, 1972, 

China and the United States of America jointly issued a groundbreaking diplomatic 

document called “Joint Communiqué of the United States of America and the People's 

Republic of China”, better known simply as the “Shanghai Communiqué”.14 Through this 

document, the two governments committed to further develop their economic and cultural 

contacts in the future, working towards the complete normalization of the bilateral 

relations, even though that did not happen until seven years later, and with another 

president, in 1979. Another point touched by the Shanghai Communiqué was the 

agreement that saw both countries agreeing on the point that neither one of them or any 

power could attempt to seek hegemony in the Asia-Pacific region.15   
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 After Nixon visited China in 1972, little progress was made towards the 

normalizations of relations between the two countries. During his presidency, he had to 

face the Watergate scandal which prevented him from recognizing Beijing: in fact, he 

was too involved in preserving his political life and could not afford, in that moment, to 

take such a risky step as recognizing the Communist country.16  The next president, 

Gerald Ford, had little interest in keep working to re-establish relations with China as he 

was in a standstill cause by the collapse in Vietnam and, later, with his aspiration to 

another presidency in 1976. It was not until a few years after the arrival of Ford’s 

successor, 39th U.S. President Jimmy Carter, that the deadlock was finally broken. 

 

1.2 A new leadership under Deng Xiaoping 

 

 China suffered major changes in 1976 as Zhou Enlai, premier of PRC, died in 

January and not long after the country mourned Mao Zedong, who passed away at the 

age of 82 on September 9 of the same year. He had suffered for years of a degenerative 

disease and suffered two heart attacks in 1972 before the third one that happened on 

September 5th, 1972 and killed him four days later. He died just a few minutes after 

midnight of September 9, but the Communist Party decided to delay spreading the 

information until 4PM of that same day, when they informed the country of what 

happened with a radio message.17  
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 The death of “Great Helmsman” left a fragmented political heritage in China, 

where the different souls of the Communist Party struggled to prevaricate one another. 

On the extreme left of the Party was the widow Jiang Qing, the fourth wife of Mao, 

considered by many to be the main responsible for the horrors of the Cultural Revolution. 

She was followed by Zhang Chunqiao, Yao Wenyuan and Wang Hongwen. Together they 

formed the so-called “Gang of Four”, whose ambitions aimed to continue with Mao’s 

politics of mass mobilization of revolutionary proletarians. On the “moderate” side of the 

party, there was a faction led by Hua Guofeng, more traditional and in line with a style 

of centralized planning similar to the Soviet one, while the other faction, led by Deng 

Xiaoping, was more inclined to take steps for a revision of Chinese economy, and they 

wished for a pragmatic approach in determining the new economic policies. Finally, the 

Gang of Four was charged with many treasonous crimes and processed, and after their 

downfall Deng Xiaoping and Hua Guofeng came to power.  

 

 And so, towards the end of the Seventies, China saw huge changes in its leading 

class, with Deng Xiaoping becoming one of the key figures in China’s contemporary 

history after being targeted during the Cultural Revolution. Not long after Mao’s death, 

he regained all the political roles he lost during the Cultural Revolution: as Vice Chairman 

of the Party, member of the Standing Committee of the Political Bureau, Vice Chairman 

of the Central Committee, and Chief of Staff of the People’s Liberation Army, with no 

doubt he was one of the most influential men of China and soon he became the paramount 
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leader of the PRC. Also known as “the Architect of Modern China”18, Deng was the man 

who shaped China as we know it today, while leading the country through important 

structural reforms, such as the “four modernizations”. The four modernizations were a set 

of reforms concerning four strategic areas: industry, agriculture, science and technology, 

and national defense. The project was first implemented from the end of 1978 to the start 

of 1979, after the Third Plenary Session of the Central Committee of the PRC.19 The four 

modernizations marked a great step forward when it comes to China’s position in the 

global society, paving the way for the prominent role that China has taken up in today’s 

world.20 

  

 One of the biggest changes that modernization brought to China was that the main 

objective of the reform was the development of the country, and ideologies were to be 

put in the second place. As Deng famously put it, “it does not matter whether a cat is 

black or white, as long as it catches mice”.21 In other words, it was time that ideology 

became subordinate to the true interests of the nation. In fact, Deng Xiaoping was a 

pragmatic man, much distant from the excesses and whims of his predecessor, Mao 

Zedong. During his time in power, Deng never allowed the cult of personality that Mao 
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had encouraged and indulged in before: it was rare to see a statue of Deng in public places 

in China, and even rarer to see a picture of him hanging on a wall in someone’s house. 

He never encouraged artists to write songs and plays in his honor and students were 

exempted from learning Deng’s quotations by heart.22 One could argue that one of the 

reason why Deng never allowed this kind of cult of personality is because he knew far 

too well what the godlike power that Mao had could accomplish, but at the same time, he 

was aware that it was virtually impossible to achieve anything when authority vanishes, 

just like it happened during the time of the Cultural Revolution.23 Even though he never 

inspired the reverential respect and fear that Mao did, he was able to convey an air of 

authority, thanks to his decade of military experience. He used this power to direct China 

and its citizens towards a greater welfare of the country, replacing the “decade of the 

horror” of the Cultural Revolution with his courageous set of reforms. It is worth noting 

that Deng achieved his goals without advancing himself in higher offices and left Hua 

Guofeng, the premier of the time, keeping the formal power, while at the same time Deng 

was getting more and more influence.24  

 

 One of the reasons that made Deng such a peculiar leader was the fact that he was 

amongst the most well-traveled exponents of the Chinese leadership at the time: when he 

was sixteen he left for studying in France for five years, and later on, he also had the 
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chance to study in Moscow.25 Although it would be a hazard to define him a right-wing 

sympathizer, it is undeniable that he came in contact with democratic ideas early in his 

life. He was familiar with the lifestyle of developed Western countries and he had been 

somewhat influenced by the notions of equality, individualism, capitalism and science 

and for this reason the influence that these concepts had on him is recognizable in the 

program of the four modernizations. Finally, all the important contributes he brought into 

the new administration were unprecedented and they represented an essential step 

towards the normalization of relations with the U.S.  

 

1.3 The normalization of diplomatic and economic relations between 

China and the United States 

 

 The diplomatic and economic relations with Taiwan always were a sensitive issue 

to the United States and they represented one of the major factors delaying the 

normalization of relations between China and the U.S. In fact, Taiwan had been a major 

ally to them since 1949, when they signed the “Sino-American Mutual Defense Treaty of 

1949”, the defense pact whose main purpose was to protect the island of Taiwan from 

Chinese aggression. Naturally, the American public opinion did not like the idea of 

cutting relations with Taiwan, but at the same time, it also approved the idea of 

normalization of relations with China. It was difficult for Americans to oppose the simple 
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logic of having relations with 900 million people in mainland China, as opposed to the 

idea of having relations with 17 million people in Taiwan. 26  

  

 The formal announce of the normalization was made on American television on 

December 15, 1978. President Carter announced to the country that the United States of 

America and the People’s Republic of China had finally agreed to establish full 

diplomatic relations, starting on January 1st, 1979, to exchange ambassadors and to 

establish embassies on March 1st of the same year.27 Of course, it was also announced 

that the United States had to break relations with the government of Taiwan and that the 

“Sino-American Mutual Defense Treaty” was going to be abrogated on January 1st of 

1980. The American president promised that Taiwan “would not be sacrificed”: 

commercial and cultural relations with Taiwan would be maintained through informal 

representatives and the U.S. would not discontinue the sales of arms to the island. He 

ended the speech by finally announcing the upcoming visit of Deng Xiaoping to the 

United States.  

  

 At the same time, in Beijing, Chairman Hua was calling a groundbreaking news 

conference to announce the normalization of relations. He especially pointed out that he 

did not agree with the United States’ decision to keep selling arms and maintaining 

commercial ties with Taiwan, however, he added that these issues could not impede the 
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normalization of relations.28 It must be noted that American links with Taiwan were a 

remarkably complicated topic. Excluding the better-known defense treaty, there were 59 

lesser agreements within the two governments, protecting their special relations over 

many aspects such as education, economic cooperation, atomic energy, maritime matters, 

trade, aviation and so on. In April 1979, after the termination of formal diplomatic 

relations with Taiwan, U.S. President Jimmy Carter signed a new document called 

“Taiwan Relations Act” to manage the bilateral relations through unofficial channels and 

on January 1, 1980 the Mutual Defense Treaty was officially abrogated.29 

 

 So, as announced by President Jimmy Carter, the normalization of foreign 

relations between the U.S. and China officially started on January 1st, 1979 and Deng 

Xiaoping went on an official visit of the U.S on January 29, 1979. He was the first Chinese 

leader to visit the United States in 30 years, and for this reason he was received with a 

particularly lavish welcome by the Americans. The memorable images of Deng wearing 

a cowboy hat immediately went around the world and he was able to win over the 

Americans by projecting himself as a cordial and warm human, rather than as a fierce 

Communist revolutionary. Moreover, he made it clear that while China was not a rich 

country, it would provide a very rewarding market for their products, and it would bring 

 
28 Ibid, p.789. 

29 CARTER, Jimmy, “Taiwan Relations Act Statement on Signing H.R. 2479 Into Law”. Online 

by Peters Gerhard and John T. Woolley, The American Presidency Project. 

https://www.presidency.ucsb.edu/node/249776 



 29 

mutual benefits to both countries. Deng Xiaoping’s short visit marked China’s 

determination to open up after decades of isolation.30 

 

1.4 1989: The Tiananmen Square’s Crackdown 

 

 Under Deng’s leadership, Chinese citizens started enjoying greater economic and 

cultural freedoms. However, the opening of China and the four modernizations of the 

1980s led the country towards a growing market economy which favored some people 

but dangerously disaffected others, and the one-party system had to deal with a challenge 

towards its legitimacy as it progressively adopted capitalist practices. Considering this, 

more and more people were dissatisfied with the way the government handled the post-

reform situation. One of the main problems was the high degree of corruption to be found 

that caused a growing dissatisfaction and lack of faith towards the CCP, considered 

incompetent and incapable of dealing with its internal issues31.  

 

 Following the students-led demonstrations that started in late 1986 until early 

1987, when more and more students were asking the government for democracy and 

individual rights, the hard-liners of the Chinese Communist Party tried hard to suppress 

what they called “bourgeois liberalism”. One victim of this suppression was the PCC 

Secretary General of the time, Hu Yaobang, considered by many to be too tolerant 
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towards the students who protested in order to obtain a greater degree of freedom.32 In 

fact, at the end of the crisis, Hu was asked to resign from the CCP, and so he did in 1987.  

 

 Hu Yaobang’s sudden death in April 1989 was the spark that ignited the flame of 

the so-called “Beijing Spring”, a period of protests that lasted from April 1989 to June of 

the same year. The protests, in fact, started on the day of Hu’s funeral, April 22, and so 

the deceased politician was immediately transformed into a kind of “martyr” for the cause 

of liberal reforms, even though he had never been an advocate for the ideals that the 

students stood for: actually, he was merely a proponent of reforms and had a progressive 

attitude towards changes.33 On that day, tens of thousands of students stood in Tiananmen 

Square in Beijing demanding an opening towards democracy. Over the next several 

weeks, more and more students gathered to protest together in many major Chinese cities, 

such as Shanghai, Xi’an, Changsha, Chengdu and Nanjing. Initially, the government 

decided to take no practical action towards the masses of protestants, and so they 

restricted themselves to simply issue some severe and strict warnings to the protestants. 

However, the protesters started a hunger strike that heated things up and made the 

atmosphere in Beijing more and more nervous. Besides, during the month of May the 

Soviet leader Mikhail Sergeyevich Gorbachev was scheduled to pay an official visit to 

Beijing for what was to be the first formal meeting between a Chinese Communist leader 

and a Soviet Communist leader since the Sino-Soviet split. On the 17th of May, the 

students held the largest of the demonstrations up to that day, with more than a million of 
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protestants gathering together in Tiananmen Square. Under these circumstances, it was 

impossible for the formal visit to proceed normally. In fact, the original plan of the CCP 

leadership was to hold a lavish ceremony to welcome the Soviet delegation: of course, 

this ceremony that was planned to be held in Tiananmen Square, had to be put aside. At 

the end, the Soviet delegation was received with a modest welcoming ceremony held at 

the airport. What further humiliated the Chinese leadership was the fact that the world 

press gathered in Beijing to record the historical moment of the Sino-Soviet Summit, and 

consequently the foreign journalists were able to record and broadcast the protests that 

were in full swing in those days, which was a huge embarrassment to Beijing and brought 

China under the international spotlight.34 

 

 Many debates started within the CCP over the question of how to handle the 

protesters. Some moderates, such as Zhao Ziyang, campaigned for making compromises 

and for giving the students some concessions. On the other side, the hard-liners supported 

by elder statesman Deng Xiaoping and led by Chinese premier Li Peng were afraid that 

the protests would end up in total anarchy and for this reason they insisted on suppressing 

all the demonstrations altogether. The latter group finally had the upper hand over the 

moderates. The day after Gorbachev left China, the martial law was proclaimed. It was 

May 20, 1989.35 The military troops entered Beijing and were stationed all around the 

city, while many of the protesters remained in Tiananmen Square. Some troops entered 
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other major Chinese cities, such as Shanghai, but in this case, the mayor successfully 

negotiated a bloodless settlement. Unfortunately, this was not the case of Beijing’s. 

During the night between June 3rd and 4th, armed troops and military tanks entered 

Tiananmen Square and opened fire towards those who blocked their way. It ended in a 

bloodbath as many protesters were killed in a number that is still debated but ranges over 

a few hundreds to thousands of deaths.  By the morning of June 5th, the area was cleared 

of all the protestants36.  

 

 The decision of ending the demonstrations with such a violent exploit inevitably 

attracted very strong reactions from international medias and governments. Many 

Chinese studying abroad protested in the streets of Europe, Asia, Middle East and 

America. In the United States, many protests against the action of the Chinese 

government took place all over the country. Six thousand people gathered to protest 

against the Chinese government in Chicago, marching the streets in a mock funeral 

procession in order to mourn the people that died in the protests, and three thousand more 

gathered outsides of the Chinese embassy in Washington demanding to the Chinese 

ambassador to the U.S. some justification for the CCP actions in Beijing.37 Some other 

protests were held in major cities such as Los Angeles, Houston and Philadelphia.38 The 

military action was widely criticized in the United States, both by the Congress and the 

media. However, for U.S. government, this was a tricky situation at best. The relations 
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they had with China had slowly, but steadily, been improving in the previous 20 years. 

They needed to balance their reaction between their bigger geopolitical needs and the 

obvious condemnation of the anti-democratic incident of Tiananmen Square. Visits to 

China and all the military sales were suspended by President George H. W. Bush, who 

implied that the crackdown could damage their bilateral relations39. There was some press 

and congressional pressure to come down harder at China, however, enraging China was 

something that the U.S. could not afford at the time, as they did not want to destroy their 

diplomatic relations by responding in a stronger way to the anti-democratic aspect of the 

crackdown in Beijing. The Cold War with the Soviet Union was not over yet and they 

still needed China, which was too much of a strong ally to be cut off from their diplomatic 

relations. 

 

1.5 2001: China’s admission in the World Trade Organization 

 

 After the Asian financial crisis of 1997, when most countries of the South-East 

Asian and East Asia area suffered a period of drastic financial instability, China decided 

to merge or sold off many of the least profitable state-owned enterprises. This, together 

with the change in premiership with Zhu Rongji succeeding Li Peng, boosted the efforts 

towards some needed changes, such as establishing Chambers of Commerce and cracking 

down on corruption.40 
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 The negotiations to have China enter the World Trade Organization (WTO) lasted 

over 15 years. In fact, the violent repression during the Tiananmen Square protests in 

1989 was the main reason for which the entrance of China in the World Trade 

Organization did not come until 2001.41 After the crackdown, the United States as well 

as the other countries traveling on the admission of China to the WTO decided to suspend 

all the procedures concerning it.  

 

 Under the American Trade Act of 1974, China was labeled a non-market economy, 

alongside the Soviet Union and other socialist states.42 Accordingly, for several years 

China has needed a waiver that had to be voted every year by the U.S. Congress in order 

to keep its free trade status with the U.S., and this policy had been in force since the early 

Eighties. However, the presence of this before-mentioned waiver was in conflict with the 

rules of World Trade Organization, which required China to be granted permanent normal 

trade relations (PNTR) by U.S. Congress, which before was called Most Favored Nation 

(MFN) status. This finally happened in May 2000.43 The conditions that were attached to 

the entrance of China in the WTO meant that the government faced serious limitations 

concerning the extent in which it could help state-owned companies, even though it found 
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ways to bypass some of them.44 Furthermore, the United States also set some other 

conditions for China’s entrance in the WTO, including an extensive series of concessions 

such as canceling their tariffs on several categories of products, opening up agricultural 

commerce, and letting in foreign service providers. Conversely, the U.S. did not need to 

make any opening concessions, it would simply offer China the desired MFN status. 

 

 Nonetheless, the acceptance of the “Giant of the East” to the WTO seemed to be 

a win-win situation either for China as for the rest of the world. On one hand, from 

China’s perspective, it already was the largest recipient of foreign direct investment in 

the world and not long after the entrance to the WTO it soon became the biggest trading 

nation.45 After the entrance to the organization, China’s GDP increased more than 400 

percent and its exports increased to the incredible amount of 500 percent.46 On the other 

hand, from the perspective of the United States and the other member states of the WTO, 

they gained a cost-effective manufacturing base and exceptionally cheap exports. During 

his speech on trade bill, U.S. President Clinton declared his optimism about the fact that 

American companies would have been able to sell their products in China without having 

to relocate their factories in China or sell their products through Chinese government.47 
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 The impact of the admission of China to the WTO was a huge one, however, it 

did not fail to spark major controversies on both sides. Notably, some Chinese products 

exported in the U.S. raised concerns over their safety, especially food and children’s toys. 

Another major worry of European and American companies was the intellectual property 

theft used by Chinese companies to earn competitive advantages. Chinese government 

was, often, inefficient or slow in enforcing the protection of IP rights. On the other hand, 

both the European Union and the U.S. used the so-called anti-dumping clauses, employed 

to prevent other countries from selling at unfair prices, as an excuse to enforce 

protectionist measures towards imported Chinese goods.48 This diffidence between China 

and the United States marked the first spark of what later came to be a trade war between 

two superpowers that mistrust each other while finding themselves in a position of mutual 

dependence. It is interesting to find out that in their First Annual Report, the U.S.-China 

Security Review warned that by pursuing commercial ties with China, they were 

"strengthening a country that could challenge us economically, politically, and 

militarily."49 The idea behind this reasoning was simplistic: the more we buy products 

from China, the richer China becomes, and the more it can fund its army to fight America. 

 

1.6 After 9/11 
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 The entrance to the WTO finally marked China’s transformation on an 

international player. However, their relations with the biggest superpower of the time, the 

U.S., remained quite tense. But this changed in 2001, after the terrorist attack to the Twin 

Towers of September 9. It was, in fact, the hardest blow for the country in recent 

American history and it marked the intentions of the United States to turn its worries 

towards the Middle-East rather than China. The PRC, from its part, paid its condolences 

to the people of New York, their sympathy also due to the fact that Chinese government 

was already inconvenienced by Muslim separatist movements in the Uighur region of 

Xinjiang. The bilateral relations between the two countries slowly started to go better and 

better after the U.S. decided that it was not possible to face any threats from East Asia as 

they were too busy fighting their “Global War on Terrorism”. The time was ripe for a 

rapprochement when the American president of the time, George W. Bush, fled to 

Shanghai on October 17, 2001, in order to participate to the Asia-Pacific Economic 

Cooperation summit. It was a historically significant moment as the two presidents, Bush 

and Jiang Zemin, met for the first time and the Chinese President publicly advocated for 

the American cause of the War on Terror.50  It finally looked like the old bitterness 

between former foes was coming to an end as the two countries seemed ready to unite 

against a common enemy. 

 

 From a commercial point of view, as of 2002, the global trade of China summed 

up to 600 billion dollars, while their trade surplus was sitting at 30 billion dollars. The 

United States were already one of their main trade partners, together with Japan, South 
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Korea and the EU.  According to the “CRS Report to Congress” drawn up a few years 

later, in 2007, the largest U.S. trade deficits with China were in the sectors that depend 

on low-cost and plentiful labor, such as sports equipment, children’s toys, furniture, 

apparel and textiles products, shoes, and leather products. However, in the report it was 

observed – not without a hint of worry - that the biggest U.S. exports to China were 

technologic products, and what’s more, they also implied that it was thanks to those 

import that Chinese’s mechanical appliances and electrical machinery were growing in 

technological sophistication. When it came to goods such as books, magazines, plastic 

articles, optical and medical instruments, the States had a surplus in the trade balance with 

the world except for China, whom they had a debit with.51  

 

 Commonly, in the U.S was possible to retrace two different popular attitudes 

towards China. In the first case, there were people that believed that not only China was 

not an enemy, but quite the contrary. As early as 2005, C. Fred Bergsten, an American 

economist, proposed what he named “G2”, which would represent the special Sino-

American ties. His point was that harmony was necessary between the two great powers 

of the XXI century in order to solve all the problems of the world. 52 Opposed to this 

faction, another group of Americans held a much darker view of China’s intentions. In 

fact, they believed that China and America’s strategic interests were not compatible. To 

exemplify, it was in the same year as Fred Bergsten proposed the G2 that Robert Kaplan, 
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an American writer, wrote an article titled “How We Would Fight China”.53 The idea 

behind it was simple: America was the resident power, China, on the other hand, was the 

rising power, and many people thought that the battle between the two country was 

impossible to circumvent. Those same people were worried at the growing military and 

nuclear power that China had been gaining and claimed actions to prevent being attacked 

as needed.54  

 

 In spite of fluctuating American sentiments towards China, it is impossible to deny 

that the two superpowers were getting more and more economically interdependent. US’s 

Congress was especially displeased with China’s alleged currency manipulation, as for 

years they had been threatening to sanction China for keeping the value of the renminbi 

artificially low, therefore fostering their export sector and gaining an unfair competitive 

advantage.55 The mutual dependence on the other country was due to China’s purchase 

of U.S. Treasury Bonds, used by the Chinese to keep the value of the renminbi low, which 

provided cheap credit to the States. Economist Moritz Schularick and historian Niall 

Ferguson gave this codependent relation a name, “Chimerica”, to indicate the economic 

and - to some extent - political combination of the oversaving Chinese and overspending 

Americans.56 China retained more than a trillion dollars U.S. in Treasury Bonds and 
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America’s grain exports approached twenty million tons a year. The International 

Monetary Fund was quick to labelling this situation as an “unsustainable process” that 

would end badly, not just for the two countries, but for all the world. This was in 2005: 

three years later, in 2008, their foresight came to reality with the coming of the Great 

Recession.57 

 

 The PRC started 2008 with a double-digit growth rate, however, midway through 

the year, China also fell victim to the global financial crisis. Initially, most people 

believed that China would not get caught into the financial crisis, but they were later 

proved that theirs was rather a naïve assumption. As Europe and the U.S. were brutally 

hit by the crisis, Chinese exports consequently collapsed, with many Chinese companies 

closing and, therefore, many nationals losing their jobs all over the country. There is no 

need to say that China was not one of the countries that suffered most from the crisis, 

nevertheless, it was neither as shielded as most people thought.  

  

 During that same year, another watershed moment was bound to happen. I am 

referring, of course, to the Beijing Summer Olympics of August 2008. It was particularly 

important for China as the government hoped it would put the country under international 

spotlight and so they heavily promoted the Games during the previous years. The PRC 

invested huge amounts of money into facilities and transport services, to the point of 

having some people claiming that it has been the most expensive Summer Olympic 

Games ever, with estimates ranging between 40 to 44 billion dollars, opposing to the 
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official amount given by Beijing government of 15 billion.58 Beijing Games also received 

a wide media coverage, being broadcasted in high-definition for their entirety.  

 

 Overall, the Olympics game scored a mediatic success for the PRC, also thanks to 

the magnificent opening ceremony as well as the numerous world records set during the 

Games. The opening show saw 15,000 performers together to celebrate Chinese culture 

in an impressive performance: synchronized drummers swinging neon-red drumsticks, 

more than 2 thousand men practicing tai-chi, hundreds of wood blocks undulating and 

sprouting flowers to finally reveal people inside of them: the Chinese left nothing to fate 

in order to create an unforgettable show and at the end they successfully reached that 

goal.59 However, Beijing Olympics had been deeply controversial thanks to the a series 

of issues, such as the political unrest in the Chinese region of Tibet, and the government 

was especially worried about a possible disruption of the Olympic Games from pro-

Tibetan independence protesters. Yet eventually, “Beijing 2008” was a complete success 

from the point of view of internal security and logistics and they marked an important 

improvement when it comes to Chinese security system. That was an important step in 

the bet that Chinese government took on the strengthening of their cultural “soft power”. 

From 2004, Chinese Confucius Institutes started popping up all over the world, promoting 

the knowledge of Mandarin language and Chinese culture, from tai-chi to calligraphy.60 
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It appears as if the Chinese government finally understood that economic strength without 

a strong cultural influence would not put China in the primary position the CCP struggled 

for.  

 

1.7 Obama’s tenure and Xi Jinping’s “Chinese Dream” 

  

 2009 had been widely considered, from the Chinese leadership’s perspective, the 

toughest time for the economy ever. The numbers were not encouraging, however, the 

leadership worked in order to propose some effective measures in order to exit the 

economic crisis. In 2010 it already appeared as if their efforts bore some fruits: in fact, in 

the first trimester of 2010, China seemed to have overcome the crisis, thanks to a 

promising growth rate of 12%, in contrast to the scant growth rate of 6% of 2009.61 The 

cliché of the “rise of the Chinese power” was ubiquitous in newspapers and television 

news, as though the complexity of an event such as over one billion people taking their 

place in the world system could be reduced to a catchy turn of phrase. A country as big 

and as full of history such as China had to become a player in the world’s affairs sooner 

or later, and by the start of the new millennium it was already playing a large role in Asia 

and in the world. China’s exports and, increasingly, its demand for imports, were more 

significant than ever in the global economy. 

 

 On the other shore of the Pacific, things were not looking as good from an 

economical point of view. 44th U.S. President Barack Obama started his presidency 
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during the worst economic crisis since the 30s, on 20th January 2009. The unemployment 

rate was growing day by day as the economy was in free fall.62 Around the country, 

63,300 factories had to shut down their business and 5 million jobs in factories 

disappeared between 2001 and 2013.63 The financial crisis reinforced an idea already 

present in many people’s minds: that future belonged to China while America’s 

supremacy was long gone. During a cold press conference between U.S. President Barack 

Obama and Chinese leader Hu Jintao, the former said that Hu agreed to take measures for 

letting the market taking control of the renminbi and together they agreed that fostering 

cooperation between the two countries was crucial. Obama and Hu established a high-

level dialogue called the “U.S.-China Strategic and Economic Dialogue” in order to 

discuss major strategic and economic issues between the two powers. Annually, 

representatives of the two countries will meet to address the challenges of their 

cooperation and to propose solutions to a wide range of problems concerning four main 

pillars: bilateral relations, international security issues, global issues, and finally, regional 

security and stability issues. It has marked a diplomatic success for U.S. as well as China.  

 

 However, the Chinese leader warned his country of the dangerous Western values 

that he perceived as invading China in order to divide it. “We must clearly see that 

international hostile forces are intensifying the strategic plot of Westernizing and dividing 

China, and ideological and cultural fields are the focal areas of their long-term 
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infiltration”.64 This was a part of what Hu Jintao stated in an essay of 2012, in order to 

warn his compatriots that China was being hit by threatening Western values. The 

message was clear: the U.S. and the West in general, again, were perceived to put in 

danger Chinese values. This kind of rhetoric has been picked up again and again over the 

years by different Chinese leaders.   

  

After Hu Jintao’s presidency came to an end, another man rose as the leader of the world’s 

most populated country: his name was Xi Jinping and he is currently one of the most 

powerful men in the world. He is the mind behind the far-reaching campaign against 

corruption, the largest effort taken in the whole history of China to take down corruption 

against both “tigers and flies”, respectively high-level officials as well as simple civil 

servants. During his first party congress as leader of the CCP, he stated that uncontrolled 

corruption would “kill the party and ruin the country”.65 The measures he implemented 

had involved more than one hundred thousand people in corruption indications, and Xi 

was quick to label them as a “crushing success”, even though that is still subject to 

debate.66 
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 Since 2012, in several occasions Xi used the phrase “Chinese Dream”, that refers 

to what he defined as “the great revival of the Chinese nation”. Under his leadership, 

China pushed this notion without providing a clearer definition, but rather by emphasizing 

the emotive charge of the slogan and providing two objectives to it: the first being that 

China becomes a “moderately rich society” by 2021, and the second being China 

becoming a fully developed nation by 2049. Xi also came up with the notion of “China 

Model” and he promoted them both heavily as a slogan.67 Writer Helen H. Wang pointed 

out that the Chinese Dream seems to have some aspects in common with the set of ideals 

established in the American Dream. In fact, she stressed that both the Chinese Dream and 

the American dream as easy for people to identify with: for example, the desires for 

happiness, for economic prosperity, for having a better life as well as providing a better 

life for their children. She also added, though, that the Chinese need to “define their own 

dream”, meaning that the legitimacy of the Party will not come from the economic 

reforms, but rather, from the political reform they will be able to implement.68  

 

 There is no doubt that Xi’s priority is to keep the economy increasing, and that it 

means having to open up China even more. Nevertheless, opening up the country could 

be an objective in direct opposition with the nationalism he had been fostering since he 

was elected in 2012. In fact, it is no mystery that rising nationalism represents one of the 

crucial points of Xi’s political program. However, some possible dangers lay in the strong 
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nationalist feelings that he helped promoting, as they could give rise to an ethnocentric 

and xenophobic wave, even more so as this nationalist agenda is often promoted through 

the rhetoric discourse of “century of humiliation” in China, the period dating back to mid-

XIX century, when the country had to kowtow to Western powers that forced China to 

give several concessions as well as ceding or leasing territories. 69  These rising 

nationalistic feelings are also instrumentals for the Chinese leadership, with the aim of 

strengthening the hold of the Party on the country against their foreign partners.  

 

 Instead, from an economic perspective, ties between the two countries have never 

been more intense. A share of people is worried by imports from China, saying that they 

weaken American economy, are a direct cause of high rates of unemployment, and 

represent a threat to U.S. industries. On the other side, another faction argues that Chinese 

imports actually strengthen U.S. economy by increasing real wages for families, stimulate 

productivity and innovation through competition, and providing cheap materials for 

industries. They believe that trade between the two biggest economies of the world creates 

a range of new opportunities for job creation and wealth, even though it is undeniable that 

trade occasionally causes certain industries to decline.70 When it comes to statistics, in 

2016, the last year of Obama’s presidency, China represented the third largest export 

market for the U.S., its total trade value amounting to 115.6 billion dollars. On the other 

hand, imports from China totaled 462.6 billion dollars, meaning that the import gap 
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between the two countries totaled 347 billion dollars.71 America’s worries over the trade 

gap with China grew day by day together with the fear that China would take the U.S. 

place in the world, a fear that was not limited to economic concerns, but that would also 

trespass them to reach military and strategic realms. Overall, the cooperation between 

China and the U.S. during Obama’s two terms scored some diplomatic achievements, 

such as the previously mentioned “U.S.-China Strategic and Economic Dialogue”. 

Nevertheless, the fear and discontent of some Americans at the quick rise of Chinese 

economy certainly helped in the 2016’s presidential victory of Donald Trump, the 

entrepreneur that made no mystery of his strong anti-China sentiments during his 2016 

“Make America Great Again” campaign. The medias also played a part in this, by limiting 

the opportunities for Chinese and American people to have neutral information and by 

focusing more on the negative sides of their relationship. Those represented some of the 

elements that together culminated in the trade war that will be discussed in detail in the 

next chapter. 
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Chapter II: 

The Trade War 

 

2.1 Fear from East 

 

 2017 was a turning point for politics in the United States. When Republican 

entrepreneur Donald Trump became the 45th President of the United States, he took a 

number of measures that significantly altered the state of the foreign affairs of the US. 

Since the start of his presidential campaign, he did not hide his anti-Chinese sentiments: 

in fact, he even went as far as promising his electors to label China as a “currency 

manipulator” on his “Day-One” - his first day in the Oval Office - claiming that doing so 

would force China to sit on a negotiating table and improve their trade relations.72  After 

he became the current President of the United States, he never missed an opportunity to 

label his predecessor Barack Obama “naïve” and “compliant” when it came to the United 

States’ relations with China. It is possible to retrace in the Eighties the first instances of 

Trump’s rants about tariffs, when he told journalist Diane Sawyer that he “believes very 

strongly in tariffs”, before adding that America was “being ripped off” by countries such 

as Japan, South Korea, West Germany and Saudi Arabia.73  During his campaign, he 
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strongly encouraged the growing Anti-Chinese sentiments of a bigger and bigger part of 

the voting American population, that had been watching the rise of the Eastern 

superpower since the start of the millennium with a mixture of surprise and fear: in fact, 

in the country there was a burgeoning consensus that China had been playing unfairly in 

the global trade for years. 

 

 Some of these concerns can be retraced as early as the start of the millennium, 

before China was admitted to the World Trade Organization. As mentioned in the 

previous chapter, the “War on Terror” was what shifted all the attention from China’s 

allegedly unfair trading practices to the issue of terrorism in the Middle East. However, 

before 9/11, it was indeed China that was in the crosshairs of the many critics of its trade 

policies. Eventually, after lengthy negotiations, China was finally admitted to the World 

Trade Organization, but that did not stop the complaints coming from other WTO 

members regarding some of its unfair trade practices towards foreign countries. 

 

 Nowadays, many were quick to label the increasingly tense US-China relations a 

“second cold war”. According to Italian journalist Federico Rampini, the first move of 

this cold war can be traced back to the speech that American vice president Mike Pence 

held at the Hudson Institute, the think tank based in Washington.74 It was October 4th, 

2018.  Pence called China a “revisionist power”, meaning that China seeks to revision – 

to her benefit, of course – those rules that determined the distribution of power in the 

international system. He went as far as accusing China of violating many of the trade 
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rules established by the World Trade Organization.  In his speech, China is seen as using 

unfair trade practices such as forcing Western companies to transfer technology, stealing 

intellectual properties, imposing tariffs, using spies for foreign espionage and 

undervaluing their currency to make “Made in China” products more competitive in a 

global market. Moreover, he continued by listing some of the promises that China failed 

to maintain, like promoting a political reform and opening its borders, and underlined the 

militarization in the South China Sea.75  Those charges were not new to most people, 

however, that speech became a watershed moment as they entered in American mass 

consciousness. The message was clear: it is not possible to continue tolerating the Chinese 

behavior. 

 

 A key point in understanding why China is perceived as a threat to Western values 

lies in the fact that their political system is inconceivable for the US because it is “non-

democratic”, so it becomes not only an economic or political clash, but also a moral, 

almost existential clash. In his article “The Clash of Civilization”, that he later turned into 

a book, author Samuel P. Huntington formulated his theory in order to try and understand 

the cold war between the URSS and the U.S. The core argument is that in the future, wars 

will be triggered because of irreconcilable civilizational and cultural issues rather than 

ideology. He sustained, in fact, that culture is way harder to eradicate than ideology. This 

was one of the most debated theories since the article appeared in a number of Foreign 

Affairs in 199376: some critics argued that the theory could foster fear towards Islam, as 
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Huntington came out with the controversial declaration that “Islam has bloody borders”. 

Considered out of touch with reality in the Nineties, it gained popularity after the attacks 

of 9/11. Nowadays, Trump’s advisors appear to be occasionally inspired by a 

“Hungtonian” view of the world, in matters such as immigration policies and foreign 

policies. In fact, some of the administration’s first acts, like seeking to reduce the number 

of Muslim immigrants to the U.S., as well as promising to build a wall on the southern 

border of the country, are an endorsement to Huntington’s worldview. Huntington’s 

theory is now considered by many as providing a poor guide to a growingly complex 

world and it does not help that the message his book provides is often oversimplified. In 

Trump’s administration, China is commonly viewed as a dangerous expansionist power 

that threatens the West, especially in terms of trade. Trump administration official Kiron 

Skinner, of the State Department, tended to underline the fact that China represent an 

even bigger threat precisely because it is not part of what we call “the West”, and that it 

is the first time that the “enemy” is not Caucasian.77  

 

 Those arguments are not completely true, as the U.S. already faced Japan in World 

War 2. However, what senior official Skinner said surely speaks to the fears of many 

American people. From its part, Chinese president Xi Jinping said that forcing one 
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civilization on another one would be “stupid” and “disastrous”, without naming the U.S, 

before advocating for harmonious cooperation between all nations. 78  

 

 We can be sure that part of China’s strategy is to widen their area of influence by 

creating a web of economic, cultural and diplomatic relations through its “Belt and Road 

Initiative” (known as “BRI”), an ambitious plan to connect Asia with Europe and Africa 

via maritime as well as land networks by strengthening soft infrastructure (e.x. education 

system, financial system), hard infrastructure (e.x. roads, bridges) and, last but not least, 

cultural ties. The plan is expected to ultimately provide China significant gains, both 

under a political and economic point of view. Some of the BRI projects are already in 

progress, some others are still being decided by the Chinese and foreign governments.  

 

 Some criticism aimed at the BRI accuses China of favoring Chinese enterprises 

over local ones for the creation of major infrastructural projects. In fact, it seems as if 89% 

of those projects abroad had been entrusted to Chinese companies, 7.6% to local 

enterprises and 3.4% to third countries.79 This initiative is suggestive of the Marshall Plan, 

the program of reconstruction of Western Europe implemented in 1948. The United States 

offered billion dollars to help Western European countries recovery after the war, and it 

essentially functioned as the economic basis and the social glue from which NATO was 

subsequently stemmed from. The consensus to the United States was built on the 
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economic aid that triggered thirty years of progress.80 Nowadays, China is doing the same 

and creating a network of alliances with the Belt and Road Initiative. 

 

2.2 New technologies and 5G 

 

 The wars that were fought in the last century saw armies of different countries 

measuring their worth over battlefields, and one was likely to win on the basis of the 

number of their fighters, their military capabilities and their commanders’ strategies. 

Today that has changed, the reality is not as easy as it used to be and the race for 

supremacy is way less dependent on military supremacy rather than technologic 

superiority. In fact, all around the world, universities, laboratories and research 

institutions function as a sort of modern battlefields: it is there that scientists and 

researchers are trying to develop new technologies through which they are going to 

dominate this new world driven by scientific development and discoveries.  

 It is safe to say, now, that a big part of the trade war between China and the United 

States is caused and fought in the realm of new technologies, such as 5G and Artificial 

Intelligence technologies, that will be playing a huge role in this fight.  

 

 A big role in this technologic war is played by the applied science of artificial 

neural networks and deep learning. Conquering the primacy on the research and 

commercial development of such technologies would basically mean being one step 
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ahead all other countries.81 In the last two decades, China invested huge sums of money 

in scientific research, taking many steps in bridging the gap it had with the research labs 

in the United States. Companies and research institutions have now the possibility of 

being funded by Chinese the government. There lies one key advantage that Chinese 

researchers have compared to researchers in the United States: where the American 

political culture punishes eventual errors and waste of governmental funding, the Chinese 

political culture rewards a driven techno-utilitarian approach. 82  With the generous 

donations given by the government, Chinese researchers were able to make successful 

discoveries in the realm of Artificial Intelligence.  

 

 Many were shocked when in 1997 the Deep Blue computer won over the chess 

world champion Garry Kasparov in 1997, but this victory was simply based on the ability 

of that computer to calculate a huge number of combinations in a span of seconds, in 

order to do the best move on the chessboard. In other words, the technology of Deep Blue 

was only able to follow instructions, but it was unable to learn autonomously.83  

 

 Nowadays, the newest technologies possess what is called “machine learning”, 

meaning the ability of a machine to learn and extract by themselves recurrent structures 

and rules. The more data they receive, the more they can learn autonomously. The huge 
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sums of data these machines need to learn are called “Big Data” and China has a key 

advantage even in this realm thanks to their privacy laws that are not strictly enforced, as 

well as their huge population of Internet users. 

 

 Let’s take the case of City Brain: it is a project that sees digital giant Alibaba and 

Hangzhou city government creating an enormous system to handle road traffic around 

the city. Its technology is made to reduce traffic jams and pollution, creating fast lanes 

for emergency vehicles in case of road accidents, and guarantees a quick intervention by 

the police. To do so it uses cameras and sensors disseminated all over the city84. Alibaba 

already sold City Brain to other Chinese cities such as Guangzhou and Suzhou, and it is 

also exporting it to Malaysia. The tech giant Alibaba now possesses huge quantities of 

data to refine its Artificial Intelligence system. Now, what we are assisting to now is a 

technologic revolution that makes the individuals into material for the evolution of AI 

and the public space into data to exploit for the enrichment of private people. 

 

 The term “Internet of Things” stand for a concept that, supposedly, would 

represent the next Internet revolution. In the system of the Internet of Things, computing 

devices as well as objects (the “Things”) provided with Artificial Intelligence are able to 

connect, share information and recognize each other’s unique identifiers without the need 

of human interaction. In order to integrate Artificial Intelligence with the Internet of 

Things and entrust a machine with, for example, the control of a factory or an autonomous 
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car, it is needed an extremely fast connection network.85 That’s where the 5G technology 

comes into play: it provides an extremely low latency, one to a few milliseconds, whereas 

the latency present in the 4G technology is way higher and would create serious issues in 

those situation where transmission and reception of data is needed in real time, like in the 

case of a remote surgery.  

 

 What matters more about 5G technologies is that, practically speaking, anyone 

who will control 5G technologies will automatically control development: that is the main 

reason why the 5G technology became one of the most intense battlegrounds for China 

and the United States in their competition for new technologies.86 When the United States 

realized that a renowned Chinese company, Huawei seemed to have taken control of the 

leadership in the race towards 5G technology and that China is leading in the development 

of new networks, they were extremely alarmed. An American diplomatic and press 

campaign against Huawei, surely made to prepare the ground, accused the company of a 

large range of fears and suspicions, sometimes also mixing up different problems.87  

 

 The first kind of critique is aimed at the fact that China did not stop countless 

Chinese copycat spread as they used to copy Western products and technology, which 

surely gave China an advantage in the industry of consumer goods. However, their 

success would not have been possible without an extraordinary capacity to adapt the 
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goods to Chinese customers’ tastes and needs. In reality, that phase is partially over, also 

thanks to the enforcement of Intellectual Property Rights by Chinese government.88  

 

 The second criticism that is often aimed at China blames the kind of agreements 

for partnerships between Chinese and foreign companies, agreements in which foreign 

companies had to transfer technology. That is not the same case as intellectual property 

theft, it is rather an imposed condition for permitting foreign companies to access the 

market. The American government considers those as a sort of “State theft”, unfair to U.S. 

companies and dangerous to national security. This is because they consider one-way 

technology transfer as undermining American superiority in the realm of industry as well 

as in the military realm.89  

 

 A third problem is espionage, perpetrated through telecommunication networks 

and technologies. A report from the Permanent Select Committee on Intelligence by the 

United State House of the Representative dates back to 2012, tickling issues on national 

security threat represented by Chinese companies like Huawei and ZTE.90 Of course, 

these suspicions were central elements for the Trump administration, both during the 

presidential campaign and after becoming President. A key issue here is that it seems as 

if the cooperation between big Chinese technology companies and Chinese government 
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is structural and a symptom of the intertwined relation between those two private and 

public parties in China.91 

 

2.3 Huawei CFO case and cybersecurity issues 

 

 Diplomatic and technologic issues between the two countries came to meet in 

December 2018. Huawei Technologies Co., Ltd. is a Chinese multinational company, a 

leading global provider in the industry of communication technology and the world’s 

largest telecom appliances maker.92 For the record, when the company was first born it 

struggled to appeal even to local Chinese customers, nowadays Huawei has completely 

penetrated international markets: what we are talking about is a company that recently 

overtook American company Apple as the second-largest smartphone maker.93   

 

 Understanding that Huawei is a giant of telecommunication, as well as a symbol 

of Chinese ambition, is ultimately crucial to understand the significance of the arrest of 

the chief financial officer of Huawei at the hands of Americans. Towards the end of 2018, 

the much-discussed case of the arrest of Meng Wanzhou in Canada marked a turning 
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point in the diplomatic relations between the U.S. and China. As might be expected, this 

sensitive case was immediately dragged in the politics of the trade war, muddying the 

waters further. It all started on December 1st, 2018, when Meng Wanzhou, CFO of 

Huawei Technologies Co. Ltd and daughter of Huawei founder Ren Zhengfei, was 

arrested at Vancouver International Airport by the Royal Canadian Mounted Police on 

behalf of the US government.94   

 

 Her arrest was justified by the allegation that Huawei committed fraud towards 

several financial institutions, failing to observe US bans on dealing with the Islamic 

Republic of Iran.95 The Trump government aimed to have Meng extradited to the U.S. 

where they accused her of misleading the HSBC bank and charged with bank fraud. The 

arrest warrant was based on an alleged conspiracy that was meant to defraud banks which 

had previously cleared money supposedly for Huawei. The accusation was in fact aimed 

at Skycom, a subsidiary entity that U.S. government claimed did not disclose it was 

owned by Huawei and was also conducting business with Iran at the same time, breaking 

the rules on U.S. sanctions.  Meng’s lawyer rejected all of the allegations and professed 

she had not broken neither Canadian or American laws. The Huawei CFO was released 
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on bail ten days later and had been living under house arrest in Vancouver ever since, 

while her legal team worked in order to challenge the extradition to the States.96 

 

 Unsurprisingly, the arrest immediately triggered a huge backlash in China: in fact, 

the Chinese government was furious and pressured the two governments to set Meng free. 

After the incident, Chinese officials accused Canada of perpetrating double standards at 

China’s expense and demonstrating "Western egotism and white supremacy". 97  The 

Chinese embassy in Canada condemned Canada and the U.S. for “arbitrarily arresting a 

Chinese citizen” and “infringing her legal rights”.98  

 

 Shortly after, China arrested two Canadian citizens accused of espionage in order 

to gain leverage with Ottawa government. The citizens in question are Micheal Spavor, a 

consultant promoting tourism and investments in North Korea, and Micheal Kovrig, a 

former diplomat turned conflict mitigation consultant. It appears that the two men were 

refused legal assistance and denied contact with their families, according to Canadian 
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Foreign Minister François-Philippe Champagne. 99  Another Canadian citizen, Robert 

Schellenberg, is facing the death sentence in China for drug smuggling. Justin Trudeau, 

the Canadian Prime Minister, claimed that this decision was “arbitrarily” chosen, but 

Beijing repeatedly denied any link between the Huawei case and the decision to sentence 

Schellenberg to death penalty.  

 

 The countermeasures taken by Beijing government were not limited to the 

diplomatic realm: the dispute expanded to the economic arena as China banned canola 

shipments from Canada, causing the country to lose billions of dollars’ worth of export, 

and suspended permits of two major Canadian pork producers. Historically, Canada and 

the U.S. have been close allies and the Chinese move to target Canadian citizens and 

exports was likely intended to become an example of what happens if someone stands in 

China’s way. This kind of retaliation is not a new strategy for China: back in 2012, China 

was having a dispute with the Philippines over sovereignty in the area of the South China 

Sea. So, the Chinese government decided to impose stricter control over bananas 

imported from the Philippines, creating serious economic consequences for the 

Philippines’ bananas exporters, given that China represented their first export market.100 

This situation resulted in demonstrating how the Philippines were economically 

dependent from China the Philippines and how those links were extremely vulnerable. 
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 The arrest was likely influenced to a certain extent by Washington’s doubts about 

whether Huawei could really be free of the influence of the Chinese Communist Party. 

Supporting those doubts is the fact that billionaire tech mogul Ren Zhengfei, the father 

of arrested CFO Meng Wanzhou, served in the People’s Liberation Army as an engineer 

and joined the CCP.  

 

 The telecommunication giant had been in the crosshairs of US intelligence 

agencies for several years as it was believed to pose a potential security threat, in virtue 

of which the U.S. government tried to block its ascent in American markets. Huawei, for 

its part, denied any link with the Communist Party and maintained that it is an 

independent company. A report from the United Kingdom’s Royal United Services 

Institute - a think tank dealing on security and defense issues - claimed it would be 

“irresponsible” to let Huawei access the country’s telecommunications system when it 

comes to building a 5G system.101 

 

 It is hard to predict what could happen during Meng’s trial, however, the first 

hearing is scheduled on January 20th, 2020, and it is believed that the argument to which 

her legal defense team will appeal to consist in the “double criminality” one. This 

argument claims that whatever crime she will be accused of by the United States must be 

a crime in Canada as well. In this specific case, Canada did not impose any sanction 
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against Iran, so her lawyers are hoping that this argument will impede her eventual 

conviction to that crime.  

 

 China critics in the United States started making complaints about the subject a 

long time ago: some of the critics often addressed the issue of cyber security and IP theft. 

A big problem with managing Internet key issues is that the United States and China have 

diametrically opposed views and interests. The U.S. is, in fact, a promoter of freedom of 

information, while China tries to control the stream of information, going as far as 

censoring websites such as Twitter, Google or Facebook, and those opposed interests 

make constructive dialogue between the two parties harder.   

  

2.4 Made in China 2025 

 

 Once synonymous with low-quality, economical products, the “Made in China” 

label is slowly changing its branding strategy to appeal to customers all around the world. 

In this case we can argue that China is following the same path that Japan undertook in 

the post-World War 2, when Japanese goods were usually portrayed as low-quality 

products, compared to the more expensive Made in USA or Made in England goods. It 

was not until the late Seventies that Americans started appreciating Japanese products, 

which helped the country during that booming period in the Eighties. Nowadays there are 

many positive associations to the “Made in Japan”, recognizable in the worldwide success 

that brands such as Nikon, Canon, Ricoh or Panasonic, four of the world’s most renowned 

producers of photographic equipment dominating the global market, as well as Japanese 

car producers like Toyota, Nissan and Subaru, just to name a few: cars of these brands 
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are nowadays everywhere on and American and European roads, and their huge success 

is due to a good extent to the positive associations that Japanese companies created when 

it comes to the “Made in Japan” label. Today, China is ready to move in the same direction, 

with big companies such as Huawei and Lenovo paving the road. 

 

 Chinese premier Xi Jinping is a strong promoter of the state-led strategy that goes 

by the name “Made in China 2025”, a strategy that keeps stirring endless controversies 

between its supporters and opposers. In fact, the plan quickly gained notoriety and raised 

worries in other countries, resulting in a surprising level of visibility for such a trivial 

matter of industrial policy. Inspired by Germany’s “Industry 4.0”, this strategic plan was 

first issued in 2015, by Li Keqiang, the current Premier of the State Council of the PRC, 

together with his cabinet.  

 

 But what does “Made in China 2025” consist of exactly? According to the State 

Council plan, it will focus on ten key sectors that include robotics, aerospace equipment, 

new energy cars, bio-medicine and new information technology. 102  It is a ten-year 

strategy that aims on strengthening China’s position as a global lead in high-tech 

industries, with a strong focal point in the “Research and Development” field. The key 

point in this plan is transforming China into an innovating country in the field of 

technology, rather than relying on foreign imports of technology. This is an ambitious 

plan that does not stop at wanting to develop technical innovations, but it has an even 

broader scope: in fact, it aims at targeting the entire production and manufacturing process, 
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with some efforts towards green energies and sustainable production, together with an 

increased brand awareness of Chinese products abroad. 

 

 It certainly is impressive to see how China’s industrial base completely changed 

in a span of decades, from producing cheap toys to be exported abroad to become a leader 

in the field of advanced technologies. Many people wonder what consequences “Made in 

China 2025” will have on other industrialized countries. Some Chinese officials claimed 

that the European Union, the United States and Germany expressed concerns and hostility 

to this initiative because of their unfair concerns about China becoming a threatening 

added-value competitor, rather than a cheap manufacturing base.103  

 

 On the other side of the coin, to the eyes of Trump administration, the “Made in 

China 2025” plan was perceived as an open challenge to American hegemony. This is 

why in 2018, US Vice President Mike Pence made “Made in China 2025” into a political 

flashpoint for the trade war with China: he blamed the initiative as a directive coming 

from above in order to steal American’s intellectual property. Some also have the 

suspicion that China’s ambition is not merely to catch up with other first-world economies 

but to sweep their competition away and obtain a dominant position in new technologies 

industries worldwide.104 
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 Now, the question one may ask is: how exactly will China proceed in 

implementing the Made in China 2025 plan? It is a three-step strategy. The first step 

consists in reaching, by 2020, complete industrialization. By 2035, China aims at being 

into the intermediate level between world manufacturing powers by improving greatly its 

innovation capability. Finally, by 2049 (a symbolic year because it also marks the 100-

year anniversary of the People’s Republic of China) the government wants China to be 

among the upper level of industrialized manufacturing powers of the world. The 

government in Beijing is introducing standards for those ten key industries as well as 

setting some directions needed in order to pursue development: those new standards are 

rumored to be also aimed at restricting foreign capitals entering China.105   

  

 Central and provincial governments are cooperating with state-run agencies to 

make it easier for companies to develop an efficient manufacturing process. It is an 

ambitious long-term project and thanks to it, people are realizing that one of the key points 

that make China such a strong country is Xi Jinping’s and the government’s willingness 

to make such long-term plans for the future, which is exactly the kind of behavior was 

also typical of the United States during its ascending phase.106 Moreover, the strong 

propaganda machine is a great asset for the CCP, and it represents one of the reasons for 

which the great majority of the Chinese population support their leader Xi Jinping and to 

be ever trustful towards the policies he promotes. 
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2.5 Trade deficit between China and the U.S. 

 

 Before China entered the World Trade Organization, it accepted to be subjected 

to one of the fastest programs of market opening and trade duty cuts that any member had 

to accept before. Many were skeptical that China would commit as promised, but as early 

as 2005, its tariff rates was as low as 9.9 percent, compared to the 40 percent that it had 

in the early Nineties.107 Of course, this meant that China soon became one of the most 

influential importers and exporters in the world over a span of few years. Its trade boom 

put the United States in an uncomfortable position, as the trade deficit they had with China 

rose accordingly. In 2001, the trade gap totaled 90.2 billion dollars.108  That number 

almost doubled in 2004 and got to measure 175.8 billion dollars. By 2017, the gap 

between American products exported to China and Chinese goods exported to the States 

hit a record sum of 375.2 billion dollars. In that same year, the overall trade gap between 

the States and the rest of the world rose to 566 billion dollars, a number never reached in 

the last nine years. The last time the trade deficit was as big as that was in 2008, when the 

economic recession shook America.109  
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 This, of course, enraged American president Donald Trump, who made the 

recurring promise of eliminating the trade gap a workhorse of his administration. 

Commerce Secretary Wilbur Ross said, at the beginning of the term, that Trump 

administration would accomplish this goal by renegotiating the effective trade deals, 

forming other deals and last but not least, by enforcing existing trade rules.110  

 

 In reality, that was not what later happened: in 2018, in fact, the trade gap with 

China rose again and totaled 419.2 billion dollars, increasing 11.6% more over the 

previous year.111 According to the New York Times, in the first nine months of 2019 the 

trade gap widened again, arriving close to 500 billion dollars.112 

 

 Some economists agree that in a well-functioning economy like the American one 

trade deficits are not an issue. In fact, imports from low-cost manufacturer countries can 

benefit consumers as they have a higher purchasing power, thanks to access to affordable 

products coming from abroad, and raises life standards. Moreover, a negative balance of 

trade can indicate a healthy country growing faster than other economies, which leads 

citizens to buy big quantities of foreign products.113 Nonetheless, the negative balance of 
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trade was made into a political flashpoint by Trump administration, as he promised he 

would make the trade gap shrink. However, the growing gap was made worse by the $1.5 

trillion tax cut enforced under his governance, that encouraged Americans to spend those 

money cash saved on taxes by buying more foreign product. Moreover, the tariffs 

imposed by his administration caused a retaliation of from Beijing. Ironically, those 

measures made American exports to China face a decline of 50% less in December 2018 

compared to December 2017, which furthered the trade gap even more. 

 

2.6 Tariff war 

 

 When most people think about “war”, an economic war might not be the first thing 

that comes into their mind, however, this kind of war it can have consequences as serious 

as military wars. The contemporary world relies heavily on trade and threatening one 

country’s economic performance can have unpredictable effects on world politics and 

economy. That is what happened when the two biggest superpowers of the world got 

caught into the trade war, putting tariffs worth billions of dollars of foreign imports, in a 

way that predictably upset financial markets.  

 

 It all started in 2018, when American President Donald Trump pulled up again the 

argument, very popular across party lines in Washington, that China and other trading 

countries have been taking advantage of U.S. market. The American decline that started 

in the Seventies, the growing trade gap between the two countries, as well as the 
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American declining manufacturing sector are three of the most cited arguments that 

Trump uses to sustain this theory.114  

 

 China, at that time, was not the only targets he blamed, and this was revealed by 

the United States’ refusal to enter the TPP, the “Trans-Pacific Partnership”, a trade 

agreement meant to include 12 countries from the Pacific area to reduce tariffs on imports. 

This agreement never came into force as Trump decided not to sign it, claiming it could 

harm American economy and independence. Trump sustained that American 

manufacturers would benefit from this move and regain power as imports from China 

grew more expensive.  

 

 Therefore, he decided to start what would become a tariff war on January 2018, 

when he initially imposed tariffs on products such as washing machines and solar panels. 

This move was welcomed with appraisal from his sustainers, and criticism by members 

of the American solar panel industry. Abigail Ross, CEO of the Solar Energy Industries 

Association, stated that this move was counterproductive and would cost 23 thousand 

American workers their jobs.115 Moreover, South Korea was one of the countries that 
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were harmed by the tariffs on washing machines, and filed for compensation to the World 

Trade Organization.116  

 

 Later in March of the same year, he targeted steel and aluminum imports from 

most countries, extending the tariffs also to imports from the European Union, Mexico 

and Canada in June 2018. It was particularly surprising as these have historically been 

allies to the United States.117 The move was labeled as a “dangerous game” by the EU’s 

trade commissioner, and the EU responded by imposing tariffs on American products. 

Trump administration finally gave up those tariffs aimed at its allies by the end of April 

2018, but just to impose them again in June.118  

 

 China, for its part, retaliated with tariffs on a variety of American goods such as 

waste, fruits and nuts, pork and more, worth $2.4 billion, coming close to the value of 

U.S. tariffs amounting at $2.8 billion in export value. China also responded in April by 

imposing tariffs on US goods, and that started a long escalation of tariffs on a wide variety 

of goods. In mid-July 2018, the US Trade Representative presented a new list of 

200$ billions worth of product to be subjected to 10% tariffs, as asked by Trump 
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administration less than a month earlier. 119  Furthermore, the situation dramatically 

worsened in July 2018, when U.S. President Donald Trump made a threat to China about 

imposing tariffs on all Chinese imports to the U.S, for a total amount of $504 billion, that 

would cover also the remaining $262 billions of imports that were not targeted before, 

for example laptops and clothing.120 One month later, he claimed he wanted to consider 

a 25% tariff rate instead of the previously decided 10% on the USTR list of products 

issued in July.   

 

 In July 2018, Donald Trump decided to especially target China with another round 

of tariffs and not harming directly other markets and one month later, in August, the 

USTR decided to finalize tariffs on another series of products to be subject to 25% rate 

instead of 10%, which it would be effective on $16 billion worth of products. The 

following day, China announced that they would have also revised their tariffs in order 

to impose a 25% rate to American imports. The two countries followed through with their 

plans and the provisions became effective on August 23rd, 2018, effectively completing 

the first $50 billions of tariffs for both China and the United States.  

 

 In mid-September, the American President finalized his ambitious list of Chinese 

products that would be, in his project, be taxed at 10% rate, for their total value of $200 

billion, which in fact took effect on September 24th, 2018.121 Of course, China retaliated 
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imposing tariffs on $60 billion worth of American products. The situation eventually 

seemed to relax in December, when during the G20 of Buenos Aires both President 

Donald Trump and President Xi Jinping announced that they support a possible deal that 

would stop the upcoming round of tariffs, expected the following month. Nevertheless, 

no joint statement was issued, and Trump stated that if they could not reach an agreement 

by the 1st of March, he would raise all the 10% tariffs to a 25% rate.  

 

 On March 5th, 2019, U.S. President Trump tweeted that he wanted to raise the 

tariffs imposed on September 2018 from a 10% rate to a 25% rate, which eventually took 

effect on March 10th.122Twenty-one days after, China decided to retaliate with its own 

round of tariffs, reaching $36 billion of that $60 billion list that was proposed the previous 

September. Finally, Trump announced that he wanted to extend the tariffs of 10% rate to 

$300 billion worth of Chinese goods, then covering almost all products coming from 

China, one part starting from September and another part starting from December. The 

two rounds were split in $112 billion worth of tariffs on September 1st, targeting mainly 

back-to-school goods such as shoes and clothing, while the second round that should have 

started on December 15th targeted toys and other goods to prevent U.S. citizens from 

buying Chinese products for Christmas, in fact, the timing of these two round of tariffs 

was premeditated and well-thought.123 China planned to retaliate on the same dates with 

its own series of tariffs, that would reach an expected total of $75 billion dollars.  
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 However, the tariffs that were to be effective from December 15th never went on 

effect because as early as October Trump announced that negotiations between China and 

the United States were going towards a “phase one” that would block increasing tariffs: 

therefore, on December 13th he stopped the forthcoming tariffs, indicating that his 

administration was working towards reaching an agreement with the Chinese one.   

 

 That was, in fact, the case. On January 15th, 2020, U.S. President Donald Trump 

signed a trade deal together with Chinese Vice Premier Liu He in order to temporary 

block the increasing of tariffs, practically ending the first chapter of the trade war, or 

better, what he called the “phase one”.124 Strangely enough, President Xi Jinping was not 

the one who signed the deal, as he resorted to send an envoy instead. This odd detail did 

not seem to be a problem for Trump, who was looking triumphant during the ceremony. 

 

Image 1: Donald Trump and Liu He signed the trade deal. 
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 Included in the deal there were some commitments on the Chinese side in order 

to opening the market to U.S. companies even more, increasing energy and agricultural 

exports as well as providing a higher degree of technology and trade protection to 

American companies. This means that China promised to stop the common practice of 

the forcing technology transfer from American companies that operate in the mainland. 

China will be also expected to buy an extra $200 billion worth of American agricultural 

products as well as canceling most of the tariffs placed on American products by 2021. 

In order to assure that China will respect the agreement, the Trump administration will 

maintain their tariffs on $360 billion dollars’ worth of Chinese products, in order to have 

leverage during the hypothetical “phase two” of the deal, and threatening China to impose 

more tariffs if the agreement is not respected.125  

 

 The deal was broadly covered by media all over the world, even though it failed 

to reach the U.S. original target of forcing China to transform its economic structure in 

order to guarantee a long-term balanced trade relationship with the States. Moreover, the 

commitments taken by Beijing in the deal are expressed vaguely and the text fails to 

determine exactly how it will work in practice. Also, it remains to be confirmed whether 

the wording of the deal in Chinese resonates with the English one, as any mismatch could 

be easily transformed in a loophole.126 
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 Nevertheless, this trade deal is a positive sign that points to the two superpowers’ 

desire to start cutting down tariffs. To be fair, it is more of a symbolic success rather than 

a diplomatic or economic one. Before signing it, Xi Jinping, the Chinese President, also 

agreed that the trade deal will give benefits to China, to the United States, and to the rest 

of the world.127 It surely is a step towards cooling down relations and put a stop to the 

uncertainty that was worrying people on both side of the Pacific. However, the deal does 

not mean that tensions could not start back soon, if one of the two countries would not 

obey the agreements.  

 

 When assessing whether the trade war succeeded in its intentions or not, the focus 

of the situation would better be directed to the ones that almost always lose in case of 

tariffs: the final consumers. The tariffs are nothing more than taxes, through which the 

government will ultimately benefit from the revenues obtained through taxation on 

American consumers, penalizing U.S. citizens as well as business employing taxed 

Chinese materials, having subsidiaries in China or export-bound industries. Raising the 

taxes of cheap imported products makes their purchase price raise, thus causing a bigger 

expenditure for consumers and industries. 

 

 A study from the Federal Reserve Bank of New York conducted with the two 

prestigious Columbia University and Princeton University shows that in 2018, the real 
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income of U.S. consumers shrank $1.4 billion per month under the heavy burden of the 

tariffs.128 Another sector that did not gain from the trade war are American-based soy 

bean farmers, who lost a part of the market as China is one of the biggest importers of 

American soy beans.129  

 

 Trump’s comment telling that “China is paying for the tariffs” is, if not false, at 

least incomplete: as China retaliated with her own tariffs on imports from the U.S., that 

means that Chinese customers are paying for them just like American customers are. At 

the same time, there are some sectors that are able to thrive in the case of trade wars, one 

of the reasons for which protectionist theories always gain supporters.130 Outside of China 

and the United States, the ones that really were benefitting from the tariffs are other low-

cost manufacturer countries, for example Vietnam, Taiwan and South Korea, that saw 

their exports rising quickly in 2019.131 Instead, inside the two countries involved in the 

tariff war, the categories of people that can benefit from trade wars are unskilled 

employees in sectors that do not require specific expertise in a sector, together with 
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import-bound industries.132 However, after the two countries signed the trade deal of 

January 15th, on both sides of the Pacific many hope that tensions are about to gradually 

come to an end.  

 

 A key issue that still goes unresolved, though, is the American claim that Chinese 

companies steal their intellectual property: a problem that has no solution at the moment 

and will just be postponed. It is likely that this issue will play a key role in November 

2020, when American elections will take place: in fact, Donald Trump will be running 

for a second term and his struggles with China is plausibly far from being over. The 

January trade deal between the two powers could be seen as just an attempt by Trump 

administration to alleviate the pressure on agricultural states - the ones hurt the most 

during the trade war – before the presidential election of this year. 
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Chapter III: 

Trade wars of the past 

 

3.1 Tariffs in history 

 

 The trade war between Beijing and Washington administration had been 

extensively covered in newspapers and websites all around the world, with Chinese media 

portraying the United States government as a “bully” and their own as a victim, and 

American media doing the exact opposite.133 134The American President Donald Trump 

is especially convincing when he plays the part of the oppressor, often resorting to empty 

threats and blusters. He often went on Twitter rants about the most varied topics, and his 

policies in terms of economy and foreign strategy can be described as unorthodox.   

 

 It must be noted, however, that imposing tariffs on foreign imports is not a new 

strategy. Tariffs have been used, in history, by several countries in order to protect some 

key industries from unfair foreign competition, imposing taxes to make foreign products 

costlier in order to discourage consumers from buying them and turn to domestic goods 

instead. In the case of the United States, sugar producers, for one instance, have been 
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preserved by permanent tariffs since the end of the eighteenth century.135 In other cases, 

tariffs have been imposed when another country subsidized an industry, contrasting with 

the rules of free market by allowing that industry to perform better and sell their products 

at a cheaper price.136  

 

 In the case of the United States, the purpose of tariffs has been revalued after the 

beginning of the twentieth century. In fact, after the reform of the taxation system 

imposed the income tax to citizens, the country did not need tariffs as much as before for 

two main reasons: the first is that it did not need tariffs to fund central government, and 

the second reason is that, thanks to the prodigious industrial development of the time, 

tariffs no longer served their initial purpose of limiting foreign competition.137 

 

 Leaders tend to resort to protectionist policies in tougher times, however, the 

results they obtain are not always what they hoped for. The worst consequence that tariffs 

can have is hurting the whole economy of the country that imposed them and reduce 

commerce at a global level, a common outcome when other governments resort to 

retaliatory measures against the country that imposed tariffs on their exports. In this 

chapter, we will examine some famous instances of trade wars of the past and compare 
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them to today’s trade conflict between the United States and China, in order to see some 

common patterns that might help us predict the possible future outcomes of this war. 

 

3.2 Smoot-Hawley Tariff Act  

 

 The most notorious example of American protectionism dates back to ninety years 

ago, in 1930. Just one year after the Great Depression struck the United States, thus 

expanding the crisis worldwide and making markets crash in virtually any civilized 

country. In the industrialized world, the great Depression was the longest economic crisis 

that ever existed, affecting almost all countries. Destructive as it was, it had a key role in 

stirring great changes in the fields of macroeconomics and economic institutions later.138  

 

 The Great Recession started in July 1929 and at first it seemed simply an ordinary 

slowdown in economy, however, it quickly started to dramatically worsen towards the 

end of the same year, with prices falling precipitously. It lasted until early 1933, and 

during the span of those four years the American gross domestic product - also known as 

GDP - fell 30%, while industry production had a 47% decline. To put these numbers in 

perspective, we might compare it to the economic crisis of 2007-09, when American real 

GDP merely fell of 4.3%.139 
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Graph 1140: in the graph above it is possible to notice that even if the recession started 

before Smoot-Hawley bill was passed, the GDP suffered a strong contraction for the 

following years, as well as the total trade amount that in 1932 measured a little bit more 

than a quarter compared to the total amount of trade in 1929. 

 

 However, it was before the beginning of these tough times that the Smoot-Hawley 

Tariff Act was proposed. Initially, the bill was proposed before the start of the recession, 

in May 1929, and the According to historian Robert Sobel, the act was strongly supported 
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by American big businesses - the heavy industry businesses in particular - fearing the 

international competition surged after the Stock Market Crash, and consequently 

supported the proposal of raising import fees for products coming from abroad.141 Big 

enterprise owners managed to obtain the support of Senator Joseph Grundy of 

Pennsylvania, who became the spokesperson for their economic interests. At the Senate, 

he claimed that raising duties on foreign imports would help American industries in that 

already suffering economy. The academic community, on the contrary, vigorously 

contrasted the passing of the Tariff Act.142 Over a thousand economists signed a petition 

declaring that the tariffs would damage every industry as well as stir retaliation from other 

countries and diminish the goodwill in international trade relations.143  

 

 President Hoover desired to keep good international trade relations in order to end 

the market crisis, and he even called the Smoot-Hawley bill “vicious, extortionate, and 

obnoxious”.144 Eventually, Senator Grundy was able to convince him that the bill was a 

necessity for the country, so President Hoover resolved himself to grudgingly sign it. In 
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fact, concerned as he was with the state of the economy, his main goal was protecting 

American farmers from the economic recession.145 

 

 

 The tariffs rate was exceptionally high for the time, as the average was 20%, that 

in combination with deflation led to a decrease of 12-20% of imports.146 In less than a 

year, twenty-five countries retaliated and imposed their own import duties. Initially, the 

tariffs seemed to work, as business statistics showed an increase in employees’ wages, 

number of contracts and industrial production. The prices of stocks also showed a 

dramatic rise. However, the general situation of the economy was not encouraging, as the 

banking was extremely weak and between the start of 1931 and the end of 1932 more 

than 2,000 banks failed together with a big number of business enterprises. With a 66% 

plunge in the total world trade in the years between 1929 and 1933, even the strongest 

supporters of the tariff bill did not dare to talk about the benefits of protectionism.147 

 

 The tariff clearly did not cause the Great Recession; however, economists today 

agree that it worsened it. By imposing taxes on imported goods, the United States evoked 

a storm of retaliatory tariffs from other nations, thus causing a sharp decline in global 
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trade. After the bill was revoked in 1934, U.S. President Roosevelt started negotiating 

tariffs for international trade and issued the 1934 Reciprocal Trade Agreements Act. This 

marked the newly-found American preference for free trade over protectionism, after 

which the United States took the role of enthusiastic promoter of a free trade market, 

which later was demonstrated by their support and participation in the GATT (General 

Agreement on Tariffs and Trade) in 1947, NAFTA (North American Free Trade 

Agreement) in 1994, WTO (World Trade Organization) in 1995.148 

 

3.3 Similarities and differences between Smoot-Hawley Tariff Act and 

China-U.S. trade war 

 

 How does the Smoot-Hawley tariff Act resonate with today’s trade war between 

China and the United States? The bill that President Hoover signed was the spark that 

ignited retaliatory measures from a number as big as twenty-five countries, a measure 

that isolated the United States market in the world stage, marking a severe decrease in the 

American industrial base. Nowadays, Trump’s tariffs cost to the American economy is 

not easy to sum up as it touches several aspects. The most evident is surely the damage 

the tariffs have induced to the American agricultural base, with farmers representing the 

category that has suffered most under the trade war.149 The final consumers also suffered 

a heavy blow, as cheaper goods were heavily taxed.  
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 The tariffs imposed by the Smoot-Hawley Tariff Act also had a role in turning 

relations between the United States and other countries hostile, and in addition, they did 

so during a time when cooperation was extremely needed. During the Great Recession, 

combined efforts between world governments would have made the economic crisis, if 

not shorter, at least less destructive. Moreover, the United States lent do 

 

 What we can notice here is an interesting parallelism between the bill of 1930 and 

Trump’s tariffs. Normally, imposing tariffs will push other nations to retaliate. Trump 

administration tariffs have largely been received by China as well as the EU, Mexico and 

Canada as a sign of bad faith and enmity, and most governments affected by them were 

quickly to reiterate with their own round of tariffs. Irwin’s claim is that the effect of the 

Smoot-Hawley bill on trade was relatively moderate, nevertheless, the retaliatory tariffs 

that followed it had been causing the plunge in the global economy.150 

 

One more similarity between the Smoot-Hawley and the trade war of today is that a 

number of intellectuals and economists warned the government that imposing tariffs on 

imports can have unpredictable outcomes, and that these outcomes are often not 

beneficial to the economy.  
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3.4 The Japan-U.S. trade war 

 

 Since China scored double-digit annual growth, international economists and 

researchers started comparing it to Japan’s economic growth in the 70’s and 80’s. 

Accordingly, their history resulted to go almost in the same direction as for their 

relationship with the U.S. The United States on the other hand, even if decades had passed, 

adopted a similar strategy when facing another rising Country. 

 

 The diplomatic history of the US and Japan after the Second World War was 

marked by two very influential treaties: the “San Francisco Peace Treaty” and the 

“Security Treaty between the United States and Japan”. The first treaty marked the end 

of the occupation of Allied forces, thus allowing Japanese independence and the second 

one mostly asserted the establishment of US army in the Country151. Since Japanese 

constitutional pacifism was enforced by the article 9 of the Constitution, which still 

forbids Japan to maintain an Army, the Security Treaty between the United States and 

Japan corresponded to the Japanese dependence on the US for the National Defense152. 

These treaties entered into force in 1952. 
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 In the following years, Japan experienced a quick economic growth. The strategy 

being at the heart of this economic growth is the “Yoshida doctrine”.153 Yoshida was 

Japan’s prime minister from 1946 to 1947, then was replaced for nearly a year and finally 

regained his position as Prime Minister in 1948, which he held until 1954. The Yoshida 

doctrine consisted in focusing most National efforts on enhancing economic and trade 

growth, based on the support provided by the U.S. In fact, in that period, the Japanese 

Government decided to put in place non-tariff barriers to import and imposed long work 

hours to its people, together with other measures, in order to enhance trade relations, 

competitiveness and development154.  

 

Yoshida policies proved to be extremely effective for Japan: as early as 1955 

Japanese economy performed much better than it did before World War 2. As a 

consequence, the following Prime ministers kept on pursuing Yoshida-inspired policies, 

of course keeping their moves up to date. The result of the application of this winning 

strategy became clear to the whole world when Japan turned itself into the second largest 

economy in the world in 1968, recording double-digits development155. 
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The 70’s saw the first tensions in the relation between the close allies. Soon after 

the ‘Oil crisis’ in 1973 and with the end of the Vietnam War, American resentment about 

Japanese defense was brought up, but it was not so easy for Japanese Government to 

change the defense system because of the real difficulties to revise the Constitution and 

because of its pacifist public opinion. In fact, few things changed on this concern.156 As 

far as economy is concerned, Japan mostly gave carte blanche to the US requests of 

Orderly Market Arrangements which committed Japan mostly to limit exports of different 

products to the US and to liberalize capital investments157.  

 

Japan and US relationship reached its climax with Reagan presidency and the 

Nakasone mandate. During this period of time, their international political slant 

corresponded and even the relations between two was very intimate. This led to the 

‘Reagan-Nakasone Joint Statement on Japan-United States Energy Cooperation’ and to 

an important cooperation between the two States in the Cold War panorama.  

 

But all that glitters is not gold, in fact as the Great Inflation advanced in the US 

with three peaks in 1974, 1979 and 1980, trade deficits of the United States kept growing 

and internal dissatisfaction grew accordingly. 1980 represented a turning point in 

American economics with the election of Ronald Reagan. “Let’s make America great 
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again” cited the slogan which brought him to victory158. The newly elected president 

presented a new economic policy to the US: the “Free-market economics” as it was called 

by him or “voodoo economics” as it was called by his political opponents159.  

 

 

Graph 2: in this graph it is possible to notice the two peaks of inflation in 1974 and 

1979.160 
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Graph 3: in this graph we can notice the peak of inflation in 1980.161 

 

As for the economic relations with Japan, during Reagan presidency in its first 

years, the US mainly requested Japan to revise its market by opening it to foreign goods 

in order to allow a better US competition in Japan. For a number of reasons, say cultural, 

political or economic, Nakasone could not quickly satisfy the requests that the Unites 

States asked Japan, so it resulted he tried to buy time.  

 

According to the Organization for Economic Cooperation and Development, in 

the span of time that goes from 1980 to 1985, the dollar appreciated much against their 
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Japanese yen, German mark, French franc and British pound counterparts, totaling an 

appreciation of 50%, which put a noticeable pressure on American exports, by making 

them more expensive for other countries. 162  Under these circumstances, it did not take 

long before protectionist feelings became stronger. Briefly, it is in this protectionist 

scenario that the US opened the negotiations that led to the Plaza Accord.163 

 

The Plaza Accord, taking its name by the Plaza Hotel in New York, which hosted 

the meeting, was a joint-agreement signed on the 22nd of September 1985 by France, West 

Germany, Japan, the US and the United Kingdom. The terms of this accord required to 

depreciate the US dollar in relation to the Japanese Yen and the German Deutsche Mark 

by intervening in currency markets having the US the real aim of rebalancing the trade 

deficit with the two countries. 164 

 

The accord seemed to work for US and Western Germany trade deficit, but it did 

not happen the same with Japan. As required in the Plaza accord, the Yen was quickly 

appreciated. As a matter of fact, in only two months the Yen had a 20% rise in comparison 
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with the US Dollar and in 1987 the Yen scored 120.80 exchange rate, almost 50% rise 

from the exchange rate before the Plaza Accord165. 

 

At the same time the US trade deficit with Japan did not follow the changes 

applied to their currencies, in fact American products did not really do better in Japanese 

market. Japanese companies’ answer to the Plaza accord was to delocalize their 

production in other countries in order to maintain their competitiveness in Japan. Japanese 

government did not manage to do much to change the course of events. However, at the 

insistence of the United States, in 1986 Japan agreed to limit its exports of semiconductors 

by signing the US-Japan Semiconductor agreement. The 1986 chip agreement restricted 

trade, ostensibly to help some American segments of the semiconductor industry166. 

Finally, in 1987, Washington revealed its thoughts about Japan and imposed 100% tariffs 

on $300 million dollars’ worth of Japanese products, in other words, the tariffs cut some 

computers, television sets and power tools out from US market.167 "An eye for an eye... 

That is all they understand" then Republican head of the Senate's finance committee, 
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Robert Packwood, commented about economic relations with Japan.168 If we consider 

Trump’s presidential campaign, its rhetoric sounds very familiar with this quote.  

 

3.5 Similarities and differences between Japan - U.S. trade war and 

China - U.S. trade war 

 

 A crucial similarity between the trade war between Japan and the U.S. and China 

and the U.S. trade war is that in both cases the trade gap between the countries was made 

into a scapegoat. Back in 1989, Trump himself had something to say about Japan’s trade 

policies: in fact, he pledged that Japan “systematically sucked the blood out of America 

— sucked the blood out!”.169 The U.S. later proceeded to impose tariffs at a rate of 100% 

on Japanese product, therefore making them too expensive to be bought. Those rates have 

not been that high during the trade war between China and the U.S., however, they still 

made Chinese products less affordable for American consumers.  

 

 Another key point is that the American dollars, back in the Eighties just like 

nowadays, had a higher appreciation compared to the Japanese Yen and the Chinese 

Renminbi. The first was resolved through the Plaza Accord back in 1985, while last 

August the U.S. called China a “currency manipulator”. 

 
168 GRIFFITHS, James, “The US won a trade war against Japan. But China is a whole new ball 

game”. CNN Business, May 25th, 2019. https://edition.cnn.com/2019/05/24/business/us-china-

trade-war-japan-intl/index.html 

169 Ibid. 
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 After analyzing the similarities between the history of Japanese and American 

economic relations in the 70’s and 80’s and the history of Chinese and American 

economic relations in the new Millennium, it is crucial, now, to highlight the differences 

between the two historical cases. A first key difference stands in the political relations. 

After WWII Japan was not just one of the major allies of the U.S. but it was also 

dependent to the U.S. for Japanese National Defense. We can infer this dependence 

definitely influenced Japanese Government not to respond to American tariffs. However, 

this does not apply to the China-U.S. economic relations since China and the US are 

military adversaries. The events in the South China Sea show both the intentions of these 

two countries and their confidence. And when Trump officially adopted protectionist 

measures by adopting tariffs on Chinese products, the Chinese government retaliated with 

their own set of tariffs and other measures, thus triggering the trade war.  

 

 A second fundamental difference in the scenario is in the wealth of population in 

Japan during the Eighties and China now. Even if China is one of the world most 

important economies, most part of its population still needs to develop economically. On 

the other side, in the 80’s, Japanese average wage was between the highest in the world. 

This means that a big part of the Chinese population will still strive to grow further their 

economic means and the U.S. will not be able to contain China as it did with Japan.  

 

 Finally, the position of the two countries in the contemporary world is different 

from the one the U.S. and Japan had in the 80’s and the world chessboard moved forward 

since that times changing a lot of the balances. Corresponding with these changes, the 
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two governments should see the past situations to make a step forward in the new 

international economic balance in order not to risk damaging themselves and the rest of 

the world with this trade war. 

 

3.6 Possible outcomes of the war: Learning from history 

 

“As a man without memory and self-knowledge is a man adrift, so a society without 

memory […] and self-knowledge would be a society adrift.”170 

 

 Professor Arthur Warwick, a British historian, wrote these words to warn people 

about what happens when a society loses its sense of self by losing its history. The United 

States has seen what can happen during economic conflicts, and they should know how, 

in the end, there are no real winners between the fighters, while some other economies 

that are not directly involved might still benefit from it.171 

  

 Some of the first apparitions of Trump into politics have been in the Eighties, 

when Reagan led a trade war against Japan: at that time, he was already a strong supporter 

 
170 SREEDHARAN, E., “A Manual of Historical Research Methodology”. South Indian Studies, 

2007, p.3. 

171 BROOM, Douglas, “Who gains when the US and China fight over trade?”, World Economic 

Forum, June 4th, 2019. https://www.weforum.org/agenda/2019/06/chart-of-the-day-who-gains-

when-the-us-and-china-fight-over-trade/ 
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of tariffs.172 It seems as if Trump was widely inspired by a “Reaganian” style of command, 

something that he made clear when he copied Reagan’s slogan during 2016 campaign, so 

that Reagan’s “Let’s make America great again” became “Make America great again” 

for his campaign.173  However, Trump is widely oblivious to the history of his own 

country. He seemed to think that using an aggressive policy towards China – like the one 

Reagan used on Japan - would make the Chinese administration simply agree and abide 

to his demands, and he was wrong all the way.  

 

 China, on the other hand, seems to have studied and learned by the frictions 

between Japan and the U.S. In August 2018, Xinhua News, one of the main Chinese 

editorials, wrote about how “Japan was hurt by its improper response” towards the Plaza 

Accord, almost as an admonition to its leaders.174 Nevertheless, today China is not as 

helpless as Japan was in the Eighties, as its economy is not directly dependent on the 

American one. Furthermore, the figures that an enormous, prosperous economy like the 

 
172 TANKERSLEY, Jim and LANDLER, Mark, “Trump’s Love for Tariffs Began in Japan’s 

80’s Boom”, The New York Times, May 15th, 2019. 

https://www.nytimes.com/2019/05/15/us/politics/china-trade-donald-trump.html 

173TUMULTY, Karen, “How Donald Trump came up with ‘Make America Great Again’”. 

Washington Post, January 18th, 2017. https://www.washingtonpost.com/politics/how-donald-

trump-came-up-with-make-america-great-again/2017/01/17/fb6acf5e-dbf7-11e6-ad42-

f3375f271c9c_story.html 

174  新华 , Xinhua News, “News Analysis: Lessons to learn from Japan's response to U.S. 

protectionism”. Xinhua News, August 18th, 2018. http://www.xinhuanet.com/english/2018-

08/18/c_137400211.htm 
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Chinese one cannot compare to the Japanese figures in 1985.175 Beijing has much more 

leverage in bargaining its way out of this trade war, as the United States are becoming 

increasingly isolated. U.S. President Trump is not skillful in the realm of diplomacy, 

cooperation, alliances, and this is what constitutes, possibly, the major weakness of his 

administration.  

 

 The U.S. gained huge benefits from the international order they built and ruled 

after World War II. Now China is ready to take that place, with a long-term plan that 

already started, the Belt and Road Initiative. Chinese government is lending money to a 

number of countries around the world in order to design and implement construction 

carried out by Chinese companies, in the meantime gaining allies and improving 

diplomatic relations. China is slowly but steadily integrating with the rest of the world. 

Meanwhile, in the U.S. there was an intense debate about whether to cut foreign aid or 

not.176 

 

 If Trump gets a second term as the President of the United States, in all probability 

he will be willing to try and escalate the trade war with China, especially in the field of 

technology. In the case he does not win the 2020 election, however, the situation is not 

rosy for China either: a different president, more skillful than Trump in collaborating with 

 
175 GRIFFITHS, James, “The US won a trade war against Japan. But China is a whole new ball 

game”. CNN Business, May 25th, 2019. https://edition.cnn.com/2019/05/24/business/us-china-

trade-war-japan-intl/index.html 

176 WONG, Edward, KARNI, Annie and COCHRANE, Emily, “Trump Administration Drops 

Proposal to Cut Foreign Aid After Intense Debate”. The New York Times, August 22nd, 2019. 

https://www.nytimes.com/2019/08/22/us/politics/trump-foreign-aid.html 
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U.S. allies could make the situation way more complicated for China.177  Trump, by 

pitting the country against his biggest allies (namely the European Union, Canada, 

Mexico) isolated the United States in the international field. Sure enough, the U.S. alone 

is not such a big threat compared than what it could be under a more internationally 

cooperative administration.178  

  

 Trump administration, by imposing and threatening tariffs against their major 

allies, made it harder for those nations to find some common ground with the U.S. in its 

trade war against China, even if they also worry about Beijing’s trade practices.179 A 

higher degree of cooperation could also dismiss the idea, shared between some others 

European administrations, that the U.S. raised worries around Chinese exports mainly to 

promote U.S. businesses at the expenses of all the competitors.180 

 

 The American soft power has always been one of its most valuable assets when it 

came to cement its role as a global leader.181 However, attacking a big, nationalistic 

country possessing one of the biggest economies in the world, while at the same time 

 
177 OKTAY, Fatih, “The Phase One Trade Deal: What’s in It for China?”. The Diplomat, 

January 18th, 2020. https://thediplomat.com/2020/01/the-phase-one-trade-deal-whats-in-it-for-

china/ 

178 SHALAL, Andrea, “U.S. needs allies in fight against China: report”. Reuters, November 5th, 

2019. https://www.reuters.com/article/us-usa-trade-china-report/u-s-needs-allies-in-fight-

against-china-report-idUSKBN1XF0IE 
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181 LI, Eric X., “The Rise and Fall of Soft Power”, Foreign Policy, August 20th, 2018. 
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alienating its allies that could have helped in demanding China a revaluation of its trade 

practices could never have succeeded.182 

 

 We know that Trump’s main agenda is to run a second mandate. China can expect 

him to be softer on policies towards China until the election, as he wants to maintain that 

necessary support base of agricultural enterprises that need Chinese buyers.183 While we 

know that the American agricultural base, instead of benefiting from the trade war, has 

been hurt by it, it is not equally easy to assess to what extent tariffs hikes are having on 

the Chinese economy, although seemingly there is not a big direct impact.184 In fact, 

experts argue that the Chinese domestic added value in exports to the United States hardly 

reaches 3%, a figure that is not difficult to manage simply by changing fiscal policies.185 

According to The Diplomat, however, the trade war had an impact on Chinese people’s 

expectations, thus impacting adversely the Chinese investment spending, a field in which 

their government is not efficient in managing their people’s expectations.186 Therefore, 

the trade deal might have been seen by the Chinese leadership as an easy way to manage 

expectations, as well as a way to buy themselves more time and plan their next move.187 

 
182 KRUGMAN, Paul, “How Trump Lost His Trade War”, The New York Times, December 
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 As the “phase one” of the trade war with china came to an end, some newspapers 

argued that this was nothing more than a “Pyrrhic victory” for the U.S.188 Despite the 

media hype around the deal and Trump’s exultant grin, there are many more issues that 

remain to be discussed with their Chinese counterpart. While the American 

administration did not miss the opportunity of calling the deal a “historic agreement”, it 

is necessary to underline what was left out of this agreement.189 One question raised by 

the agreement was whether China will actually be able to augment their imports from the 

U.S. by $200 billion, and whether it will be able to do so without angering their other 

trade partners in case of preferring American export over the exports of other countries.190 

 

 This provision taken on by China supposedly should make the trade gap shrink, 

which was one of the main goals of U.S. President Trump. In fact, the trade deficit 

always came up as Trump’s main reason to impose tariffs on Chinese goods, arguing 

that this existing gap proves China’s unfair economic strategies and blaming it as the 

main cause of the decrease of competitiveness of U.S. industries, together with many 

other allegations.191 However, he seems to misunderstand – or at least he pretends to - 

 
188 ZOELLICK, Robert B., “Trump’s Pyrrhic Trade Victories”, WSJ, January 21, 2020. 
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how trade deficit works. In fact, most economists agree that they are not intrinsically 

good or bad for a country, depending on the situation. 

 

 As discussed in the previous chapter, trade deficits are determined by a number of 

macroeconomic factors that do not depend on trade policy: in fact, by changing trade 

policy, the trade gap will be minimally affected. This is because it is mostly affected by 

a combination of causes such as savings, investments and currency value.192 A nation 

running a trade deficit is, simply put, a nation that invests more than it saves. However, 

in Trump’s entrepreneur mind, countries “win” when they sell more than what they 

buy.193 The irony of the situation comes from the fact that the trade gap has widened 

under his watch, instead of shrinking.194 

 

 While some other concerns on the part of the United States might be justified, for 

instance the cyber security issues raised by the discussion on 5G technologies and 

technology transfers, some others appear to be fostered by misunderstandings of basic 

macroeconomy and anti-Chinese propaganda creating unnecessary tension. Populist 

movements are on the rise everywhere in the world, or as the Guardian put it, they “pop 

up in unexpected places”.195 The populist movement, of which Donald Trump is a superb 
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195 LEWIS, Paul, “Exploring the rise of populism: 'It pops up in unexpected places'”, The 

Guardian, June 22nd, 2019. https://www.theguardian.com/membership/2019/jun/22/populism-

new-exploring-rise-paul-lewis 



 103 

exemplary, often stands against globalization and free trade and is propelled by prejudice 

towards the “other”. The U.S. President also showed a strong antipathy towards a number 

of trade deals during his campaign. First, he stopped the U.S. from entering the TPP, and 

went as far as calling NAFTA “the worst trade deal the U.S. ever signed”.196197 This is 

just another way in which he is isolating the United States, returning to protectionism as 

a way to “make America great again”. It is unfortunate for the country that this strategy 

is not actually working as he wished. 

 

 However, at the wake of 2020 Trump is planning his moves in order to get citizens 

to vote him for another term. When it comes to the many promises he made during his 

campaign, Trump’s agenda was to deliver, and in some instances, he did. Two instances 

of promises he was able to keep are about tax cuts and the Paris deal. He promised he 

would lower tax for corporations and working citizens, and so he did, even though these 

tax cuts favored the so-called “1 percent”, that is the richest people of the country, rather 

than the whole American population.198 He made the United States quit the Paris Deal, 

the agreement signed by more than 200 countries that deals with greenhouses-gases 

reduction, after deriding the climate change crisis as a lie made up by China that aims at 
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hurting American economy.199 He is famous for making this kind of declarations, often 

via Twitter, that many deem outrageous. This brings us back to the tweet he wrote after 

starting the trade war with China. 

 

“Trade wars are good, and easy to win”.200 

 

 This is what U.S. President Donald Trump infamously tweeted on March 2nd, 2018. 

A long time ago, Winston Churchill, the Prime Minister that led Great Britain to victory 

during World War II, said the opposite: “Never, never, never believe any war will be 

smooth and easy, or that anyone who embarks on the strange voyage can measure the 

tides and hurricanes he will encounter”.201 Military wars, and economic wars as well, can 

have the most unpredictable results. Even more so in this case, as President Trump does 

not seem to have a consistent, long-term and broad strategy. In any case, we can be sure 

that this trade war is still very far from being over. 
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