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US-China Trade War and What it Means for India
By Aayush Kukreja,
The new wave of reclusive political ideologies by the likes of world leaders such as Donald
Trump and Xi Jinping has taken the world by storm. Heavy economies of the world spindle in
the hands of such leaders whose ideas of their pre-modern countries get in the way of
conducting free and fair trade when it comes to association with other countries. China-US
trade war has been the highlight of newspapers and economic magazines for the last two
years starting September 2017. Trump has always felt threatened by the alleged usurpation
of trade by rival economies and has an unparalleled agenda of securing the country’s
interests before anyone. This is a move away from Obama’s presidency which put a
stringent focus on making global political machinery more amicable for Americans and
everyone alike. Always been deemed as a “developing” country, China’s economy today and
over the last several years has seen an exchange of over US$ 2 billion worth of commodities
daily to the United States. Trade deficits have never been higher and Trump has already
thought of his moves before China delivers the ace. The ante has been set high enough for
the EU and other Asian countries to retaliate with higher tariff rates. Political tension is
intense and witness to all these shifting dynamics is the WTO, which is officially biased
towards the US and quite evidently, the entire game is rigged. US has been constantly
blocking requests to fill in the three out of seven seats vacant in the Appellate Body of the
WTO, often called the supreme court of world trade.
There remains an air of solemn despair between the US and China, the top two contenders
who have always been solicited their own acclaimed title of “G-2”. Both have accosted
themselves and others in a nasty cathartic battle of trade tariffs which infects almost 100
per cent of their US$ 350 billion shipments today with wishy-washy 25 per cent tariff rates.
Trump’s battle for “America’s First” stands in direct confrontation with “Made in China” 2025
plans and neither of them seems to concede any sooner. US accuses China of infringing on
their intellectual property rights for gains as diverse as commercial, military, technology, etc
and the latter begs to differ. There does not seem to be much truth to the accusations given
the lack of evidence but the nature of conducting business in the Chinese markets remains
highly debatable. Technology transfers, association with Chinese companies, cases of
trademark squatting, non-compliance with WTO guidelines, etc are not unheard of. None of
this would have mattered to the US-Sino relations as long as there was a conduct of healthy
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trade, but a decline in demand from the Chinese side might have made the US doubt the
integrity of the bilateral trade agreements signed between the two countries. Trump seems
to be winning the game, jeopardising the future of not only the tech giants in China such as
Huawei, ZTE, etc but also firms such as Intel, Qualcomm, Google and Tesla in the US, whose
majority of the demand comes from China in the form of US$ 3 billion industry. The
automobile, crude oil and soybean industries in the US have taken the major hit and there is
also an imminent threat of losing over 10 million jobs. Civil aviation industry makes up for
more than 13 per cent of Chinese imports from the US and this US$ 25 billion industry is
constantly being courted by the Make in China plans, US’s Airbus and Boeing taking the
plunge. China aims to have more than 3/4th of vehicles to be made in the country, hence
putting US$ 10 billion trade in a questionable state. Steel and Aluminium industries have
taken the biggest plummet with almost US$ 35 billion industry in China being scrapped by
US tariffs. Most of the newspaper headlines ascribe this battle on the ground of
techno-economic fears capable of dividing the world into two halves forced to take sides.
Innovations in both the countries are impalpable and not respecting the free flow of
information through the “dual-use” nature of technology is a sure form of assessment of our
bleak future.
This battle is not just about personal egoistic rivalries. In hindsight, the tussle between the
Yuan and USD can shake the entire world economy, especially if China plays the bold move
of selling off trillions of the US Treasury Bonds it has as a retainer of several years of trade
deficit with the US. This move does not seem to be the personal favourite of the Chinese
elites who have favoured associations with more European firms with easy access to their
market and investing into the Indian homeland since 2017 as the point of origin for
manufacturing and selling their goods. China enjoys a massive control over the value of
Yuan it wants to maintain and discreetly keeps it highly undervalued by 5–20 per cent to
match global standards of exchange rates, especially in South East Asia. The United States
is sceptical about China’s move as 28 per cent of the US Treasury Bonds are held by China.
However, India has not proved itself as a considerable link in the GVCs (Global Value
Chains); the country does not have the smartest R&D in the industry apart from steel,
petroleum, pharmaceuticals and automobiles. Port facilities remain highly undesired and a
framework for national trade network at par with other countries is a far cry. Large firm
establishment as an incubator for SMEs forms the basis for viable policy implementations
today in the wake of this trade war. Indian trade organisations predict India as the perfect
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hedge for counter-balancing a majority of trade imbalances between China and the US.
Ramping up the three segments of consumer, producer and R&D by incentivising firms with
low taxes, leasing port spaces to them and signing Mutual Recognition Agreements (MRAs)
with major countries will go a long way in making this opportunity for India possible. Goods
and services trade deficit for the US-India relations hovers around US$ 18-28 billion as per
the USTR website, which makes up for 2 per cent of the United State’s entire trade. While
India is not pegged to be the biggest beneficiary of the trade war, gains in the sectors of
petrol, bitumen mineral, cement articles, concrete, stone, motor vehicle parts, taps, valves,
pipe tanks, carpets, textile floor coverings, etc are foreseen with a predicted 0.2 per cent
growth in the country’s GDP. India’s GDP cannot be compared with that of China’s and while
it may take some time before India’s GDP matches with China or the US, the trade executives
in India have been focusing to close trade deficit gaps with China (2017–18 FY marked US$
10 billion reduction in China-India trade deficit). The coming years can anticipate an air of
optimism with China investing to import more from India in the form of cotton, ores, organic
chemicals, mineral fuels, etc. and projections exceed well over US$ 5 billion in the next fiscal
year. India is also expected to meet the growing demands in civil aviation with Airbus and
Boeing promising quicker deliveries to growing markets like France and India. The services
sector for outsourcing US telecommunications, IT and travel services is expected to hike up
150 per cent if India is to gain from the trade war.
However, Indian companies still remain on the critical list of firms who violate intellectual
property rights. Also, warming India-Sino relations coupled with the self-sustainable nature
of Indian economy put India as the next possible target in the US trade war. Nevertheless,
trade war shows hope for India’s intervention commercially one way or the other because
the situation remains far from restoration to normalcy.
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