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Abstract

Introduction

China. It began when the US government imposed tariffs on a range of Chinese manufactured goods, and grew
from there into a full-blown trade war (USTR 2018a). The
main causes have been trade imbalances between China
and the US, global economic rivalry, and mounting pressure on US president Donald Trump to make good his
election promises during the US mid-term elections in
2018 to counter the dominance of China in global trade.
In 2017, the US trade deficit with China reached US$363
billion – by far the highest bilateral trade deficit on record
(Comtrade 2018). Trump has attributed this to unfair
Chinese trade practices, protectionist measures, violations of intellectual property rights, and patent infringements. This led to an investigation by the US Trade Representative (USTR) whose final report was submitted to
Trump by January 2018. It found that the quantities and
circumstances of steel and aluminium imports ‘threaten
to undermine national security’ as defined in section 232
of the Trade Expansion Act of 1962. The agency then recommended import tariffs of 24% on Chinese steel products, and 7.7% on Chinese aluminium products (USTR,
1018b). In April 2018, Trump announced a list of Chinese products that would be affected by the surcharge on
imports, equal to US$50 billion in 2018. In return, China
imposed a 25% import tax on a range of US products,
including an additional 25% tariff on soybeans imported
from the US.

Since January 2018, global trade relations have been
marked by a series of trade disputes between the US and

This study examines the trade war between the US and
China from a counter-hegemonic perspective. To this

This Occasional Paper examines the current trade war
between the US and China, and its implications for stability and the global order. Drawing on the theory of hegemonic power, it postulates that the trade war has been initiated to counter the rise of China in the global political
economy. Its roots can be traced back to the trade deficit
between China and the US, rivalry over global economic
dominance, and the pressure generated by the 2018 US
midterm elections. This study starts by examining other
trade wars in a comparative perspective. Next, uses
International Relations theory, particularly the theory of
hegemonic power, to assess the idea that the rise of China
threatens US national interests and security. Follow this, it
revisits Project Solarium formulated by President Dwight
D Eisenhower to counter Soviet expansionism during the
Cold War, and ask what could be expected next through
the prism of hegemonic power in global politics. It concludes by arguing that just as Project Solarium was a longterm strategy to counter Soviet expansionism during the
Cold War, the US will need a similar long-term strategy
for countering the rise of China. The alternative would
be to explore prospects for collective leadership, thereby
departing from the hegemonic model of global politics.

A Chinese container ship
laden with goods for
export.
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President Dwight D
Eisenhower roasts quail
on the deck outside the
Solarium Room on the top
floor of the White House.
Wikimedia Commons.

end, the first section will unpack the nature of the trade
war, and compare it to others. The second section will use
IR theory, particularly the theory of hegemonic power
and status, to interrogate the idea that the rise of China is
undesirable, or at the least threatens US national interests
and security. The third section will reflect on the above,
revisit Project Solarium formulated by President Dwight
D Eisenhower in the early 1950s to counter Soviet expansionism during the Cold War, and ask what could be
expected next through the prism of hegemonic power in
global politics. It concludes that, just as Project Solarium
was a long-term strategy for countering Soviet expansionism during the Cold War, the US will need a similar longterm strategy to counter the rise of China. The alternative
would be to explore prospects for collective leadership,
thereby departing from the hegemonic model of global
politics.

The history of trade wars
The US-China trade war is not unique – others have
occurred at various stages in the past. However, this study
will discuss them in terms of contemporary International
Relations (IR) theory. Since 1991 the US has launched
at least five ‘Section 301 investigations’ against China
involving clean energy, unfair trade barriers, and violations of intellectual property rights. Retrospectively, both
the US and China have made use of tariffs as weapons in
the course of trade disputes. In 2010, the Obama administration initiated a Section 301 investigation of China’s
subsidy policies and investment in green technologies as



a result of the petition filed by the United Steelworkers. It
focused on 154 Chinese firms active in wind energy, solar
energy, high-performance batteries and alternative fuel
vehicles in ways said to violate WTO regulations.
But China is not the only country to have experienced
the might of US section 301 investigations. Japan and the
European Union (EU) have also been subjected to these
investigations in a range of areas including motor vehicles, colour television sets, textiles, steel and currencies.
In the 1980s, the US conducted 24 Section 301 investigations against Japan alone. These trade wars were often
resolved via bilateral agreements. However, some of them
went as far as requiring WTO arbitration for a peaceful
resolution (Eaton and Samuel, 2002). History has shown
that trade wars rarely, if ever, produce clear winners. One
prominent example is the US-Japanese automobile trade
war in the 1980s. The US seemed to secure a short-term
victory when Japan agreed to restrict automobile exports
and to open its domestic markets to US vehicles. However, both Japanese producers and American consumers
were disadvantaged, because Japanese producers made
less money, and US consumers had to pay more for cars.
This illustrates a common pattern in trade wars involving trade barriers in that the exporting country suffers a
decrease in export revenue, and the importing country
suffers a rise in prices as well as job losses in the economic
or commercial sectors in question. Trade wars are often
resolved via bilateral peace agreements, which suggest
that threats to raise more tariffs are often more rhetorical
than real, and aimed at forcing the other party to come to
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the negotiating table. Most importantly, the real rationale
behind trade wars is not economic, but – as in the case of
the US versus Japan – to maintain a given country’s global
hegemonic power. The next section will turn to IR theory
for improved insights into the trade war between China
and the US.

The Realist school of thought and the theory of hegemonic power provide a useful conceptual framework for
this study. The next section will unpack the US-China
trade war itself, its key drivers, and what could be
expected next, drawing on theory as well as lessons from
previous trade wars.

Engaging with IR theory

The US-China Trade War

IR theory provides analysts with a range of perspectives
for understanding global dynamics and relations among
states. The Realist school is premised on the idea that
states pursue courses of action which they deem to serve
their own interests and advance their own power. This is
the so-called rational choice mechanism which all states
are assumed to utilise. According to Evera (1999), anarchy often offers rational states more room for maximising
their national interests.

Two legal instruments are relevant in the US trade wars
against China. Section 232 of the Trade Expansion Act
of 1962 allows the president, following investigations,
to impose tariffs on imported goods in the interests of
national security. Among others, the Trump administration has used Section 232 to impose tariffs on steel and
aluminium products under a broad definition of national
security. Section 301 of the Trade Act of 1974 gives the
President broad authority to impose tariffs against countries engaging in trade practices deemed to be unjustified,
unreasonable, or discriminatory. The US has imposed
section 301 tariffs on imports from China on the grounds
that it had acted in ways that burdened or restricted US
commerce. China has implemented retaliatory tariffs on
US imports.

Similarly, the theory of hegemonic stability provides
an important conceptual framework for understanding stability and instability in the international political
economic system. It holds that hegemonic power plays
a key role in creating and maintaining political and economic stability. A key implication is that, without a strong
hegemonic power, international stability is impossible to
achieve, and that a single dominant power must exist to
guarantee international and economic stability (Kindleberger, 1981). It holds that a single hegemonic power is
the only actor capable of establishing and enforcing international rules for regulating orderly exchanges among
countries, and is therefore also responsible for punishing
transgressors. This must happen, because without punishment the authority of the hegemonic power is undermined (ibid).
A hegemonic power has the power and the capacity to
shape and maintain the international system. It is also
able to guarantee a secure and stable international environment, essentially because of its political, economic
and military power. In The Tragedy of Great Powers, John
Mearsheimer argues that the period 1919 to 1939 was
unstable due to the absence of a hegemonic power, and
was actually a transitional phase towards the emergence
of a new hegemonic power, namely the United States.

[4]

The White House adopted a radical position on trade as
soon as Trump assumed office. The foundations were laid
in 2017 when Trump initiated Section 232 investigations
into the importation of steel and aluminium. Given that
China was producing more steel and aluminium than the
US, leading to substantial imports, it seemed clear that
China was the primary target.
In January 2018, the US began to impose anti-dumping
tariffs on Chinese imports, aluminium in particular. In
March 2018, Trump initiated a Section 301 investigation into alleged violations of US intellectual property,
and threatened to impose additional tariffs on Chinese
imports (USTR 2018). China reciprocated by threatening
to impose retaliatory tariffs on American imports. The
US Trade Representative compiled a list of 1 333 Chinese
goods with a total annual value of about US$50 billion
that would be subject to an additional 25% tariff as of 4
April 2018. China promptly retaliated with a list of American goods of equal value that would be subjected to an
additional 25% tariff.
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President Donald J. Trump and US officials meets with Chinese Vice Premier Liu He in the
Oval Office of the White House, 4 April 2019. White House / Shealah Craighead.

On 17 May 2018 a Chinese delegation led by vice-premier
Liu He met with Trump and senior trade officials. A joint
declaration was signed which reflected a mutual spirit of
cooperation, and temporarily easing the trade tensions.
However, in the following months neither of the two
countries saw fit to make any concessions. On 23 August,
the USTR threatened to impose an additional 25% tariff
on Chinese commodities amounting to about US$50 billion, and China responded in kind. This poses the question of what really drives these continued tensions, and
why these two countries cannot reach a settlement.
The drivers of the trade war are both absolute and relative, but the huge and widening US trade deficit with
China -- amounting to about 46% of its total trade deficit -- is widely regarded as a root cause. Before being
elected in 2016, Trump promised voters he would ‘make
America great again’, among others by addressing skewed
trade relations with China, and restore the manufacturing capacity of the US economy. Prior to the mid-term
elections in 2018, Trump saw that a trade war would be
an effective way of appearing to meet these promises,
and consolidating support for himself and his party. This



failed to take into account the fact that it would not only
hurt China, but US businesses as well.
However, some analysts believe the trade war is really a
by-product of a longer-term battle for global economic
dominance (Carvallo et al, 2019). Given its explosive
growth over the past three decades, China has become
a major global economic power. According to the World
Economic Outlook, its production volume is the second
largest in the world, and its GDP exceeds that of the US
in terms of Purchasing Power Parity (PPP). The Chinese
currency, the Renminbi, has also become prominent in
world trade, threatening the US dollar. Moreover, China
has launched numerous strategic plans, such as the Belt
and Road Initiative (BRI), the Asia Infrastructure Investment Bank (AIIB) and Made in China 2025, aimed
at extending its global influence and raising its global
profile.
Since the 2018 mid-term elections, the trade war has
shown signs of abating. In January 2020, the two sides
signed a preliminary deal, but some of the thorniest
issues remained unresolved. Moreover, the Chinese
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U.S. Navy Douglas R4D
and U.S. Air Force C-47
aircraft unload cargo at
Tempelhof Airport during
the Berlin Airlift, circa
1948. US Navy National
Museum of Naval
Aviation.

global strategies mentioned above suggests that the trade
war fits into a broader and longer-term struggle for global
dominance, and is therefore far from over.
Robert Gilpin has argued that the most important factor
in world politics is not the static distribution of power,
but the dynamics of power relations over time, and that
changes in relative power resulting from long-run variations in economic growth are a mainspring of international political conflict. Economic change redistributes
relative power over time, thereby allowing a divergence
to emerge between power and privilege in world politics,
and encouraging rising states to challenge the status quo.
A key function of IR has been to identify and analyse
these sorts of shifts in the global balance of power. The
next section will argue that, when seen in this frame, the
trade war is not an effective strategy for countering the
rise of China and its geostrategic plans.

Towards Solarium II
Realist scholars regard the rise of new global powers with
great apprehension, due to its potential to destabilise the
world order. If, as argued in the previous section, the
current US-China trade war forms part of a longer-term
struggle for hegemonic power, it has no prospect of ending soon. Indeed, this perspective is strengthened when
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one examines China’s rationale for its geostrategic plans.
Rather than citing contemporary developmental reasons,
it declares these are efforts to ‘reclaim China’s rightful
place in history dating back to the 17th century Silk Road’.
Given all this, it is clear that rise of China has become
a major threat to US hegemonic status, reflected in calls
by the prominent realist John Mearsheimer on the US to
counter the rise of China ‘by any and every means’.
But the challenge facing Trump and the US today is not
unique – the country found itself in a similar situation in
the summer of 1953, in the early stages of the Cold War
(Bowie and Immerman, 1998). Stalin’s death in March of
that year had created a leadership vacuum and increased
tensions between the US and the Soviet Union, fuelled by
increasing Soviet nuclear capability. As a result, President
Dwight D Eisenhower launched a review of US strategy and foreign policy, aimed at ‘containing’ the spread
of communism while avoiding a nuclear war. It became
known as Project Solarium, because initial discussions
were held in the Solarium room on the top floor of the
White House. It resulted in NSC 162/2, a national strategy
directive that guided US strategy to the end of the Cold
War.
Eisenhower had learnt the value of long-term planning
from his experience as a military officer. He also emphasised the importance of strategic planning early on in his
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Grim reminder of the Cold
War ... a U-2 spy plane in
flight. US Air Force.

administration, stressing the urgent need for the best possible decisions for best possible outcomes to the National
Security Council (Rothkopf, 2005).
The rise of the Soviet Union in the Cold War era and the
current economic rise of China are clearly dissimilar in
various respects, but present similar threats to American hegemonic power. Just as Eisenhower recognised the
need for a long-term national security policy and strategic plans to counter the rise of Soviet expansionism, some
analysts and interest groups – including many American
voters – expect the same from Trump and his administration. However, the trade war lacks a long-term prospectus for dealing with the rise of China and its geostrategic
plans.
It is clear that America needs a long-term national security policy and strategy, not only to deal with the rise of
China, but also to address the broader issue of global
security. The next section will examine the future of
cooperation without hegemony, and suggest how a prosperous global future could be secured.

Cooperation without hegemony
The theory of hegemonic stability as propounded by the
classical realist school is based on the assumption that



hegemonic powers play an essential role in creating a
stable world order. Scholars like Robert Keohane and
Joseph Nye have played a major role in this debate, and
their work remains important for understanding power
and interdependence in the current world order. Another
prominent scholar, Marina von Neumann Whitman
(1975), has developed an alternative view of ‘leadership
without hegemony’ as future policy position for the US,
but concedes that this may be very difficult – and perhaps
impossible -- to achieve. Among other things, leadership
without hegemony would require relatively equal selfinterested powers to realise the need for interdependence
and cooperation with one another.
Despite its difficulties, the question of how to achieve
cooperation without hegemony is vital for contemporary
global politics. Keohane (2006) suggests that there must
be a payoff structure that incentivises cooperation instead
of discord. This means that cooperation should be equally
valuable to both parties. This does not mean that the risk
of the other party ‘cheating’ or reneging on agreements
will not exist. Indeed, as famously demonstrated in the
‘prisoner’s dilemma’, it might be best to defect from an
agreement while one’s partner still abides by it. Moreover, players should agree that they need to continue interacting in the future, and time horizons should be long
enough to ensure that both parties realise the importance
of a peaceful future.
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This suggests that cooperation between the US and China
is possible, but will not be easy to achieve. The liberal
school of thought suggests that institutions are important
in that they can reduce transaction costs, provide information, and increase the chances that the various actors
will continue to interact with one another in the future.
Indeed, international institutions are seen as indispensable not only because they can enforce rules and regulations, but also because they can monitor the behaviour
of actors and provide viable information for quality and
evaluation purposes (ibid). Another optimistic perspective would be the emergence of a collective leadership in
which actors and their interests are equally represented,
thus helping them to collaborate and avoid conflict.

Conclusion
The US-China trade war has been a burning issue in
global politics, not only because it involves the two biggest global powers, but because of its potential implications for global security. Analysts agree that a continued trade war would have major consequence for both
countries as well as the rest of the world. This study has
unpacked the trade war from a historical and contemporary perspective, and used IR theory, particularly the
notion of hegemonic power, to assess the claim that the
rise of China threatens US national interests and security.
It concludes that the rise of China does constitute a
broader challenge to American global hegemony, which
a trade war in its current form will not address. As a
result, just as Project Solarium was a long-term strategy
for countering Soviet expansionism during the Cold War,
the US will need to develop a long-term strategy to counter the rise of China. The alternative would be to explore
options for establishing a collective leadership system in
which both countries and their interests would be equally
represented, providing them with a platform for ongoing
collaboration.
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