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"If breaking with China is hard for America, making up with Russia might be harder."
 An India preoccupied with a bitter election may have little time for the unfolding movement in the world’s 
two most important strategic relationships. The first is between the world’s leading economic powers — the United 
States and China — that contribute nearly 40 per cent of global GDP. The second is between the world’s top mili-
tary powers— the US and Russia.
 If last week saw the collapse of US talks on trade with China, Washington’s focus this week is on resum-
ing a productive engagement with Russia. As great power relations enter a period of flux, the first task of the next 
government in Delhi will be to cope with the volatility in the relations between America, China and Russia. A 
couple of summit meetings in June — the Shanghai Cooperation Organisation in Bishkek Kyrgyzstan and the G-20 
in Osaka, Japan — offer an early opportunity for the Indian leadership to assess, first hand, the nature of the new 
great power dynamic.
 The deep economic interdependence between the US and China, according to the prevailing conventional 
wisdom, puts a limit on the conflict between Washington and Beijing. Equally powerful has been the proposition 
that the congealed anti-Russian mood in Washington and Moscow’s anti-Western truculence together prevent even 
a minimal understanding between the two powers.
US President Donald Trump is testing both the theses.
 As US-China trade talks teetered on the brink, Trump raised tariffs on $200 billion worth of Chinese ex-
ports. Trump has also threatened to impose new tariffs on all imports from China, worth $540 billion in 2018, if a 
deal is not done in the next few weeks. Trump’s confident escalation on trade appears to be driven by two factors. 
One is the belief that the US can better absorb the pain from the trade war than China. The other is the asymmetric 
nature of the interdependence between the two nations. China imports a lot less ($121 billion in 2018) than it ex-
ports. That significantly presents China a smaller target on which to impose retaliatory tariffs.
 For the US, the problem is no longer just about a massive trade deficit with China. There is a growing sense 
in Washington that the threat from Beijing is “systemic” and America must respond appropriately. Washington is 
accusing China of stealing intellectual property from the US. It is lobbying friends and allies against letting Hua-
wei develop the 5G telecom networks. Washington is pushing back against China’s assertive policies in the South 
China Sea and renewing a measure of strategic support to Taiwan. 
 In a major speech two weeks ago, Kiron Skinner, the chief of policy planning in the US State Department, 
insisted that the threat from China was civilisational. “In China we have an economic competitor, we have an 
ideological competitor, one that really does seek a kind of global reach that many of us didn’t expect a couple of 
decades ago. And I think it’s also really striking that it’s the first time that we’ll have a great power competitor that 
is not Caucasian.”
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 Although, her racial metaphor got rebuke from across the US, Skinner’s idea that China is different and not 
amenable to mutual accommodation appears to have deep roots in the Trump Administration. In pitching China as 
an implacable adversary, Skinner also said something about Russia that Delhi must take note of.
 The Cold War contestation with the Soviet Union, according to Skinner, “was a fight within the Western 
family. Karl Marx was a German Jew who developed a philosophy that was within the larger body of political 
thought”. While there was room for at least limited cooperation with the Soviet Union, Skinner said, “that’s not 
really possible with China. This is a fight with a really different civilisation and a different ideology, and the United 
States hasn’t had that before.”
There has been persistent view within the Trump Administration that Russia is very much part of the West and must 
be treated differently than Beijing. The biggest champion of a positive relationship with Russia is none other than 
Trump. But the president’s views have had little resonance with the so-called deep state in Washington. And the 
allegations of Russian intervention in favour of Trump during the 2016 Presidential elections had put Trump in an 
awkward position.
With the official investigation deciding not to charge Trump campaign of any collusion with Russia, Trump has 
been liberated to renew his outreach to President Vladimir Putin. After a long call with Putin a few days ago, Trump 
has sent his Secretary of State Mike Pompeo to Russia for first substantive consultations this week. The talks are 
expected to cover a range of issues — from Venezuela to Syria and arms control to North Korea.
If breaking with China is hard for America, making up with Russia might be harder. Any Russian deal — small or 
big — will meet fierce political resistance in Washington. Few in Moscow are ready to believe that Trump has the 
political space to move forward with Russia. But then, Trump could well surprise the world on Russia much in the 
manner that he has on China and on so many other issues.
Whichever way the great power dynamic moves, there will be consequences — some bad and others good — for 
India. Whether Trump cuts a deal or escalates the economic war with China, Delhi can’t continue with its trade 
policy lassitude. On the other hand, the rejigging of the political relations between America, China and Russia 
might present Delhi with fleeting strategic opportunities that need to be seized quickly.

America-China Trade War
Why in the discussion?
 à The dispute between  two major economic powers 

America and china of the world has increased.
 à US President Donald Trump increased the duty rate 

from 10% to 25% on goods imported from China.
 à Trade tension between the US and China remains 

since the announcement of increase in duty on 
Chinese goods worth $ 200 billion (about 140 
trillion rupees).

 à Many experts believe that China may have to face 
recession. US consumption may also be affected.

 à The Trump Administration claims that the Chinese 

GS World Team...
government makes unethical efforts to promote 
Chinese companies in the case of advanced 
technologies like Artificial Intelligence (AI), 
robotics and electric vehicles.

What is it?
 à When two or more countries increase their business 

taxes a lot or impose other types of business 
restrictions, then it is called trade war.

 à It increases the price of goods to be imported, so 
that they can not compete in the domestic market. 
This reduces their sales.

Background of trade war
 à Trade war for the world has never been good. 
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The last time the world saw the trade war in the 
1930s when countries tried to promote their trade 
surplus. As a result, a worldwide recession took 
place, which resulted in the Great Depression in the 
1930s. However, in the last 80 years, a full trade war 
has never been attempted. For India, at least after 
independence, there has been no incident of trade war.

What will be the impact of trade war on India?
 à In a report in the United Nations, it was said that India 

is one of the standing economies to benefit from trade 
war between the top two economies of the world.

 à According to a report released by the UN Conference 
on Trade and Development (UNCTAD) in February, 
only $ 6 billion is selected by firms in the US and  
$ 300 billion is under American tax in Chinese 
exports.

 à It has been said in the report that EU members are 
expected to make the most profits because the union 
exports are likely to grow to $ 70 billion.

 à Export of Japan and Canada each can increase by 
more than $ 20 billion.

 à According to the UN report, other countries can also 
benefit from trade war, in which Vietnam gets 5% 
export profit, Australia (4.6%), Brazil (3.8%), India 
(3.5%), and the Philippines (3.2% ) is included.

What are tariffs?
 à The tax or duty on import is called fee or tariff. The 

duty is a percentage of the amount that the buyer pays 
to the foreign seller as a price.

 à In America, tariff is sometimes called duty or 
levy. The responsibility of collecting these on 328 
ports across the country is on Customs and Border 

Protection Agents. The amount deposited in the 
form of a tariff, duty or levy is deposited in the 
U.S. government treasury.

 à The publication of the US International Trade 
Commission fee rates is done in the harmonized 
tariff schedule, in which the rate of duty is 
determined on each item.

What is achieved by charging a fee?
 à Two things are achieved by charging fee. First- 

Revenue of government increases and second- 
domestic industries get protection from foreign 
competition.

 à Before the Federal Income Tax was introduced 
in 1913, Tariff was a major source of funding 
for the U.S. government.

 à Between 1790 and 1860, 90 percent of 
federal revenues used to come from the 
tariff. Conversely, in recent times the tariff 
contribution in the Federal Revenue was 
reduced to around 1 percent.

 à After World War II, global trade increased, 
then the policy of tariff imposition began to 
end. Traditional arrangements such as the 
establishment of the WTO and the North 
America Free Trade Agreement, the tradition 
of imposing the tariff has ceased.

 à Currently, the average US tariff rate is 1.6 
percent, which is one of the lowest tariff rates 
for various countries of the world. The European 
Union's average duty rate is also 1.6 percent.
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Expected Questions (Prelims Exams) Expected Questions (Mains Exams)

Note: Answer of Prelims Expected Question given on 13 May. is 1 (b)

Q. What do you mean by trade war? Discuss 
the impacts on Indian economy due to trade 
war between America and China.     
  (250 Words)

1. Consider the following statements- 
 1.  The price of imported goods gets reduced due to 

trade war consequently these can not compete in 
the domestic market. 

 2.  India has trade surplus with countries like-USA, 
United Arab Amirates, Netherland, Hong Kong 
etc. 

 3. When a country imports more than its export it 
has to face trade deficit. 

 4. India has highest trade deficit will its neighbour 
China of approx. 63 billion dollar.   

 Which of the above statements are correct?
 (a) 1 and 3
 (b) 2, 3 and 4
 (c) 1, 2 and 3
 (d) 1, 2, 3 and 4


