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Abstract. The Trump Administration declared China a strategic competitor and a revisionist power. It escalated a trade war to a full-
frontal clash with China. Some experts qualified it as a new Cold War between the US and China.

Both countries are undergoing dramatic transformation. Their destinations will determine the course and outcome of the
emerging US—China rivalry. This article argues that while engagement is now defined by competitive interests, the profound
interdependence continues underpinning the bilateral relationship. Although there is no precedent to guide economic and geostrategic
competition between the two largest and deeply intertwined economies and heavily militarized superpowers, the US and China must
find some balance of interests with each other and avoid violent confrontation that serves neither’s interest. This level of engagement
requires vision and flexibility. With strong economic interdependence, the existence of an international institutional order, limited
ideological confrontation, and nuclear second-strike capability, leaders of two countries have no choice but find ways to manage
their competition and continue futher engagement with each other.

Authors conclude that the stronger China grows, the harder it gets for Washington to force it back down. Driving PRC

into a corner is the way to make China even tougher. So it could cause more severe consequences for both countries.
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As the perception that China took advantage
of the US open economy while sheltering its own
markets behind protectionist barriers rankle many
Americans, the candidates across the American
political spectrum in 2016 Presidential campaign
unanimously treated China as a rival. Making cas-
tigating China a staple of his presidential campaign,
Donald Trump’s China-bashing helped his election
victory. Under the Trump presidency, rivalry with
China has become the organizing principle of the
American foreign policy. Republicans and Demo-
crats disagree on almost everything but one area
where they agree upon is that America must change
its policy toward China. These developments have
raised the questions about if the US—China rela-
tionship has slipped into a potentially violent con-
frontation or even a new Cold War.

The article argues that the shifting mode in the
US has come due to the challenges from the forces

in both countries. Facing a China for what it is, not
the country the US wished it to be, the US has
focused on advancing its economic and security
interests rather than American ideals and balancing
China’s rise rather than assisting China’s moderni-
zation. While the US encouraged almost unrestricted
ties with China to promote cooperation in the past,
the US has attempted to stop China from taking
advantage of the US open society and economy
to advance China’s interests at America’s expense.
Reciprocity is the key word in the emerging rivalry.
But the profound interdependence continues under-
pinning the relationship. Neither containment nor
disengagement is a viable option. It is still in the US
interest to encourage China’s reforms and foster
a prosperous and secured China acting as a respon-
sible stakeholder in the international system although
it is up to the Chinese to decide if it is in their
interests to do so.
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Causes for the Emerging Rivalry

The US—China relationship has always been
defined by a mix of cooperative and competitive
interests since normalization in the 1970s. While
the leaders in both countries had tried to define
competition by shared interests of cooperation in the
past, competitive interests have prevailed to define
the relationship and US—China rivalry has emerged
and intensified in recent because of the challenges
to the relationship from the forces in both China and
the US [Pillsbury 2015].

The global financial crisis in 2009 was a turn-
ing point. Shrugging off the crisis and rebounding
quickly, Chinese leaders started openly blaming “in-
appropriate macroeconomic policies” of Western
countries and “their unsustainable model of devel-
opment™. Showing disillusion over the liberal model
of modernization, Beijing has enthusiastically pro-
moted a China model of state-capitalism to compete
with market-driven capitalism. Proposing “four con-
fidences”: i.e., confidence in the theory of “socia-
lism with Chinese characteristics”, China’s current
path, current political system, and culture, President
Xi declared that China’s system offered a new op-
tion for other countries and nations who want to
speed up their development while preserving their
independence.

Beijing’s confidence came from its massive
economic growth in the past three decades, which has
made it a great power by a host of measures, such
as aggregated GDP size, industrial production, ex-
ports, foreign aid, size of urban areas, military
strength, and diplomatic activity. Hu Angang at
Beijing’s Tsinghua University became known for
his argument that China’s national strength had
surpassed that of the US on all fronts in 2014: in-
cluding economic power, technology and in overall
competitiveness and strength [Hu, Zhen, Gao 2015].

Brewing the nationalist pride, President Xi has
rallied Chinese people to the promise of greater
wealth, power, and global clout. Strengthening the
position of state-owned enterprises (SOE) to help
Chinese firms develop advanced technologies in key
sectors, China has maintained a range of restrictions

' Chinese premier’s speech at World Economic Forum
Annual Meeting 2009. Xinhua, January 28, 2009. URL:
http://news.xinhuanet.com/english/2009-01/29/content
10731877.htm (accessed: 09.12.2018).

on foreign firms. As one Chinese commentator
admitted, ““China effectively negotiated into the WTO
on preferential terms by taking advantage of the
West’s illusion of the eventuality of a globalized
economic order... Yet, China does not and probably
never will subscribe to the universal ideology of
democratic liberalism, and its vibrant market eco-
nomy is pointedly not capitalism™ [Li 2014]. The US
business community, once the strong supporter of
engagement, has complained that China hacked U.S.
industrial secrets, created obstacles for American
firms investing in China, enforced regulations that
discriminates against foreigners, continued high
tariffs that should have been reduced decades ago,
and blocked American Internet businesses. As
Lampton observed, “There was widespread public
perception that the Sino-American economic playing
field had been unfair to Americans, with the asser-
tion that the American economy was hollowed out,
in part due to overt and covert technology transfer
to China” [Lampton 2015].

Internationally, President Xi has launched
China-led global and regional initiatives such as
the Belt and Road Initiative (BRI) and the Asian
Infrastructure Investment Bank (AIIB). In the Asia-
Pacific, he announced Asian security to be “main-
tained by Asians” to de-legitimize America’s pre-
sence in the region. Projecting power, China has
made unprecedented “land reclamation™ activities
in the disputed waters of the South China Sea,
turning them into military bases.

Although it is not a complete surprise that
a more powerful China would take on the charac-
teristics of a rising power, some Americans are
alarmed that China continues to nurture its fantasies
with the attempts to re-establish a Middle Kingdom,
cherish its hates by constant dredging up the century
of humiliation. The Chinese government is no longer
living in angry isolation but becoming “a great mer-
cantilist dragon, using the power of its vast markets
to cow and co-opt capitalist rivals, to bend and break
the rules-based order and to push America to the pe-
riphery of the Asia-Pacific region™. Calling West’s

2 Rennie D. How the West got China wrong, Decades
of optimism about China’s rise have been discarded // Eco-
nomist. 2018. March 1. URL: https://www.economist.com/
news/briefing/21737558-clear-thinking-and-united-front-are-
needed-they-may-not-be-forthcoming-decades (accessed:
09.12.2018).

10 TEMATHUYECKOE JOCBE: KHP — CIIIA: KOHKYPEHIIMS WA COTPYAHUYECTBO



Suisheng Zhao, Guo Dan. VESTNIK RUDN. INTERNATIONAL RELATIONS, 2019, 19 (1), 9—21

leaders’ wish to change China along a liberal course
“the bet of the century,” one scholar concluded that
the China bet aid off in spades as China sits now
firmly at the center of today’s globalized world.
China, however, has refused to follow Washington’s
script. While it has eagerly taken advantage of its
access to the global economy and the prestige of
sitting at the leading diplomatic tables, it has reso-
lutely pursued its own interests at the expense of
other nations’”. Infinitely richer and more powerful
China moving divergent from the US has frustrated
many American pundits. As two former American
officials complained, “neither U.S. military power
nor regional balancing has stopped Beijing from
seeking to displace core components of the U.S.-led
system. And the liberal international order has failed
to lure or bind China as powerfully as expected”
[Campbell, Ratner 2018].

Wang Jisi, a Chinese scholar and American
watcher in Beijing, admits that China has histori-
cally played a decisive role in shaping the bilateral
relationship. “Once again, it is mainly China’s power
and behavior that incur a shifting of the bilateral ties.
The Americans are alarmed by China’s expansion
of global influence, exemplified by the Belt and
Road Initiative, and its reinforcement of the role
of the state in economy and society, as well as the
consolidation of the Communist Party leadership
with its ideology” [Wang 2018a].

But the transformation in the US after the ter-
rorist attack on September 11, 2001 also helped
bankrupt the mismatched bargain. The US declared
the triumph of liberal democracy after the end of
the Cold War. But the American hubris squandered
the victory. In the attempt to maintain “the unipolar
moment”, the US massively overplayed its hand,
engaging in futile and costly wars in Iraq and Af-
ghanistan. Often becoming a source of instability
overseas, the overreach has produced huge domestic
deficit and debt, threatening its ability to fulfill
the obligations at home and abroad and leading to
public disillusionment with the political establish-
ment. Suffering a crisis of confidence in “dysfunc-
tional democracy” with the partisan gridlock prevent-
ing meaningful governmental action, Americans are

* Auslin M. The New China Rules // National Review.
2018. September 27. URL: https://www.nationalreview.com/
magazine/2018/10/15/chinas-geopolitical-power-play (ac-
cessed: 10.21.2018).

deeply divided on the domestic and foreign policies.
Not since the Vietnam War have Americans been so
polarized.

A divided America with no shared vision has
found its domestic politics at odds with its interna-
tional obligations, producing an “America first”
President, invocating an agenda of isolationism to
reduce U.S. commitments abroad and retreat from
global leadership. Taking a mercenary and transac-
tional approach to US obligations, America has lost
confidence to mold China off the perceived unde-
sirable path. While the US claimed it was on the
right side of history and China should follow suite
toward liberalism after the end of the Cold War,
the US is no longer a paragon of democracy and
universal values after 9—11. Francis Fukuyama,
known for his triumphalism of liberal democracy
in the early 1990s, wrote that “The first decade of
the 21 century has seen a dramatic reversal of for-
tune in the relative prestige of different political and
economic models”. While the US held the high
ground and its democracy was seen as the wave
of the future in the 1990s, the admiration for all
things American gave way to a much more nuanced
and critical view of US weaknesses one decade
later*. Wang Jisi complained that while Americans
often asked China to follow the “rules-based liberal
international order”, Washington now had aban-
doned or suspended some of the same rules that
it used to advocate. “It has become harder and
harder for foreign policy makers in China to discern
what rules the Americans want themselves and
others to abide by, what kind of world order they
hope to maintain, and where Washington is on major
international issues” [Wang 2018b].

For realist scholar John Mearsheimer, liberal
hegemony, which the US pursued after the Cold
War, is doomed to fail. The US policy of remaking
the world in America’s image, including spreading
liberal democracy across the world, fostering an
open international economy, and building institu-
tions is supposed to protect human rights, promote
peace, and make the world safe for democracy. But
instead, the US has ended up as a highly militarized
state fighting wars that undermine peace, harm

* Fukuyama F. US democracy has little to teach China //
Financial Times. 2011. January 17. URL: https://www.ft.com/
content/cb6af6e8-2272-11e0-b6a2-00144feab49a (accessed:
09.09.2018).
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human rights, and threaten liberal values at home
because nationalism and realism almost always
trump liberalism. Therefore, Washington has to
adopt a more restrained foreign policy based on
nationalism and realism [Mearsheimer 2018].

But some Americans have blamed other coun-
tries, including China, for many of their problems.
President Trump has blamed foreigners for all
America’s ills. Scapegoating China for the nega-
tive externalities of trade helped politicians to avoid
facing the difficult problem of compensating the
losers of globalization. This shift in rhetoric predates
Trump’s hostility toward China and helped create
anti-China economic nationalism. Witnessing these
developments, one long-time China watcher warns
that because a populist upsurge in American politics
demands higher priority for U.S. interests in re-
sponse to self-absorbed and increasingly powerful
and authoritarian China working covertly and overtly
against American interests, the most substantial
negative change in American policy toward China
in fifty years has taken place [Sutter 2018].

Slipping into a New Cold War?

The heightened rivalry has centered on eco-
nomic areas. During the 2016 Presidential election,
Donald Trump accused of China guilty of “rape”
against the US economy and China’s economic
growth illegitimate, caused by unfair currency policy
and the exports at rock-bottom prices. He pledged
to adopt a more confrontational approach, not least
to impose a 45 percent tariff on Chinese exports to
the US. Trump’s rhetoric tapped into an underlying
strain of thought in the US. As former Secretary of
Commerce Pritzker explained to his Chinese coun-
terpart, Americans were told for years that China
was a developing country and shouldn’t necessarily
be held to the same standard as developed nations.
But China’s success severely undercut that line
of reasoning. The world’s low-cost manufacturer
was rapidly becoming a global technology hub.
Facing the profound and growing disconnection
between rhetoric and reality, Americans felt that
at least some of China’s success had come at their
expense. China wasn’t playing fairly, consistently
violating its international commitments and tilting
the playing field to advantage Chinese firms. “With

or without Trump, the US—China relationship was
moving quickly toward a crossroads™.

Stephen K. Bannon, once Trump’s chief strate-
gist, was at the forefront of the crusade. Blaming
China’s exports financed by the American working
class and middle class, Bannon declared an economic
warfare against China. While Bannon is a Republican
hawk, many others across the political spectrum
agree that Bannon is right: China is beating up Ame-
rica economically, and neither the U.S. government
nor U.S. businesses have done much about it for
years. Even some of leading globalists like Madeline
Albright, Tom Friedman and Fareed Zakaria have
registered growing angst on China’s lack of reci-
procities in economic relations with the US. China
has become an export powerhouse, but limiting
market access for foreign products.

David Lampton, known for his pro-engagement
position, complained that China’s WTO entry pro-
duced China’s bilateral trade surplus with the US
because Beijing seized the opportunities of open-
ness abroad without providing reciprocal domestic
access to the United States and others. Consequently,
the issues of ‘reciprocity’ and ‘fairness’ had moved
to front in US—China relations. Morris Greenberg,
former Chairman of American International Group
(AIG) and strong supporter of China’s entry to WTO
earlier, agreed that “China cannot expect to con-
tinue receiving favorable trade and investment
terms in foreign markets when it is unwilling to
reciprocate”™.

The shifting sentiments set the stage for Presi-
dent Trump’s trade war to reduce the trade deficit
with China, which amounted to $375 billion in 2017’
With the announcement of tariffs on $50 billion
Chinese products on March 22, a full-fledged trade
war started on July 6 when the 25 percent tariff

5 Pritzker P. The great disconnect between China the “devel-
oping country’ and China the great power // Chanel News Asia.
2018. August 17. URL: https://www.channelnewsasia.com/
news/commentary/trade-war-donald-trump-resentment-
behind-tariffs-10620880 (accessed: 09.12.2018).

¢ Greenberg M. Some Friendly Advice for China’s Lead-
ers // Wall Street Journal. 2018. August 21. URL:
https://www.wsj.com/articles/some-friendly-advice-for-
chinas-leaders-1534890276 (accessed: 10.11.2018).

7 US—China Trade Facts // The Office of the United States
Trade Representative. 2017. November. URL: https://ustr.gov/
countries-regions/china-mongolia-taiwan/peoples-republic-
china (accessed: 10.11.2018).
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on $34 billion worth of Chinese goods, the first
round of the $50 billion tariffs, went effective. After
China retaliated on the same amount of U.S. goods,
the Trump administration announced 10% tariffs on
additional $200 billion Chinese products on July 10.
Ratcheting up pressure, the administration doubled
its proposed tariffs to 25% on August 1. When the
10% US tariffs on $16 billion of Chinese goods
kicked in on August 24, China retaliated on the same
amount of US goods®. The tit-for-tat trade war
escalated in full swing.

The trade war is to reduce the deficit and bring
American jobs back home. It is calculated that
“Either China will revise its industrial policy to allow
US companies reciprocal market access, or the
tariffs will cause US companies to disengage from
China and bring manufacturing back to the US, or
source imports from countries that do not pose
a long-term threat to US security”’. More impor-
tantly, the trade war is to prevent China from ad-
vancing its high-tech capacity at America’s expense.
The Trump administration’s National Security
Strategy (NSS) in December 2017 accused that
hundreds of billions of dollars of US technology
were nefariously conveyed to China every year.
Linking technological capability to national security,
the Trump administration has increased restrictions
on Chinese investments in American technology and
export controls and expanded the list of “strategic
trade” items that require businesses to methodically
screen buyers and down-stream end-users and trace
the movement throughout value chains.

Republican senator John Cornyn and Democra-
tic senator Dianne Feinstein co-sponsored a bill
to tighten the screening of Chinese and other foreign
investments for national security. The Committee
on Foreign Investment in the US (CFIUS) has
blocked an increasing number of acquisitions, mer-
gers and license agreements between Chinese and
US firms. Not long ago, these saber-rattling policies
would have triggered uproar from corporate chief-

¥ Impact of US and Chinese Tariffs on American Com-
panies in China / Am Cham China. 2018. September 14.
URL: https://www.amcham-shanghai.org/sites/default/files/
2018-09/2018%20U.S.-China%?20tariff%20report.pdf.

? Thompson D. US—China Trade War Is a Win-Win for
Washington // South China Morning Post. 2018. Septem-
ber 20. URL: https://www.scmp.com/comment/insight-
opinion/united-states/article/2 164833 /us-china-trade-war-
win-win-washington-least (accessed: 10.11.2018).

tains, worried about reprisals that would shut them
out of China’s markets. But American business
community has been silent with many favoring
a shift in strategy. A Pew poll published at the height
of the trade war in August 2018 found economic
issues featuring prominently in the list of concerns.
By margin of 2 to 1, more Americans are concerned
about China’s economic threat than its military
strength.

But geopolitics is lurked prominently behind
the economic rivalry. While John Mearsheimer’s
warning about the inevitable US—China power
showdown was dismissed as too simplistic some
years ago, similar theories, such as the Thucydides
trap, power transition and new Cold War, have
gained popularity. Citing Thucydides Trap that “It
was the rise of Athens and the fear that this inspired
in Sparta that made war inevitable”, Graham Allison
wrote that “if Thucydides were watching, he would
say that China and the United States are right on
script sleepwalking towards what could be the
grandest collision in history” [Allison 2018]. Draw-
ing on power transition theory, Kori Schake as-
serted that the distinct absence of cultural affinity
between China and the US could make the transition
violent because China would promote its alterna-
tive values to undermine the American-led order. “If
the United States should select not to contest China’s
rise, a Cold War could be avoided because the Uni-
ted States would lose it. America would cede the
contest without violence, abandon its allies, and learn
to live in a world ordered and enforced by China '°.

Discovering a bipolarity of the US—China
standoff, one study argues that while the Soviet
Union had an economy locked in the age of 19th
century German steel, China has built a dynamic
economy to become globally competitive. China
has ways to compete or win that were unimagin-
able for the Soviet Union [Tunsje 2018]. Using the
term, Cold War II, one scholar describes a great-
power struggle and ideological contest between
China and the US. Different from Cold War I
in which “the Soviet Union was a military rival but
not a commercial rival, and Japan was a commercial

19" Schake K. How International Hegemony Changes Hands //
Cato Unbound. 2018. March 5. URL: https://www.cato-
unbound.org/2018/03/05/kori-schake/how-international-
hegemony-changes-hands (accessed: 31.03.2018).
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rival but not a military rival. In Cold War II, China
is both a military and a commercial rival. Because of
this, the U.S. needs to break with its 70-year policy
of separating geopolitics from geo-economics and
adopt the classic great-power practice of treating the
military, diplomacy, and trade as three coordinated
instruments of a single strategy”''.

One scholar, therefore, suggests the US “aban-
don the obsolete bilateral approach and adopt a mul-
tilateral approach to form a values-based, grand
mutual defense alliance in Asia” against China be-
cause “China is as much a common threat to Asian
nations today as the Soviet Union was to Europe
before 1991”2, This suggestion resonates with John
Mearsheimer’s long-standing call for America to
contain a rising China by surrounding it with
powerful American military capabilities, creating
NATO-like adversarial alliances, isolating it econo-
mically, and imposing costs when it did things the
U.S. did not like.

In this context, the Trump administration’s
National Defense Strategy (NDS) states that inter-
state strategic competition, not terrorism, is now the
primary concern in US national security. The Indo-
Pacific is identified as a region of critical importance
in which “a geopolitical competition between free
and repressive visions of world order is taking
place”. Calling for the free and open Indo-Pacific,
the US has made clear its concerns about China’s
muscular use of power to push the US out of the
region. While Secretary of Defense James Mattis
once complained that “No enemy in the field has
done more to harm the readiness of the U.S. military
than the combined impact of the Budget Control
Act’s defense spending cuts,” the US congress
passed the largest ever $717 billion 2019 National
Defense Authorization Act to start a new military
buildup . Signing the Defense Bill, President

" Lind M. Cold War II / National Review. 2018. May 10.
URL: https://www.nationalreview.com/magazine/2018/05/
28/us-china-relations-cold-war-ii (accessed: 06.23.2018).

2 Yu M.M. 1It’s Time To Change America’s Alliance
Approach in Asia // Military History in the News. Hoover
Institution. 2017. December 5. URL: https://www.hoover.org/
research/its-time-change-americas-alliance-approach-asia (ac-
cessed: 23.01.2018).

13 Mattis Urges Congress to Provide Budget Predictability
for DoD. URL: https://dod.defense.gov/News/Article/
Article/1433784/mattis-urges-congress-to-provide-budget-
predictability-for-dod (accessed: 23.06.2018).

Trump stated that this measure was to confront the
aggressive behavior of Russia, China, and others.
The Bill limits Chinese funding of language pro-
grams at U.S. universities, restricts Chinese involve-
ment in joint military exercises, calls for bolstering
U.S. ties with India and tightens U.S. national-
security reviews of Chinese investment in the U.S.
Long gone is the phrase in the Obama administra-
tion’s 2015 National Security Strategy (NSS) that
the US welcomes “the rise of a stable, peaceful, and
prosperous China”.

The Trump Administration’s
Erratic Policy toward China

Struggling between the strategic imperatives
underlying the relationship and the limits engage-
ment could accomplish, President Trump in his first
year, avowedly unpredictable, swung between “two
extremes of inchoate and inscrutable, one is danger-
ously escalatory and another is curiously naive; one
policy is so tough it risks war and another so soft
it resembles acquiescence” [Doshi 2017]. Dancing
more erratic than his predecessors, sending conflict-
ing messages, and creating confusions in the attempt
to strike better deals, the Trump administration in
the second year has settled on a bellicose approach
to put maximum pressure on China and even tried
to take the path of disengagement to move out of the
false choices between engagement and containment.

The Trump administration has publically un-
veiled the shift in U.S. policy toward China. Matt
Pottinger, senior director for Asia and Pacific in the
White House told an audience in the Chinese Em-
bassy in Washington D.C. that “We at the Trump
administration have updated our China policy to
bring the concept of competition to the forefront”.
In a high-stake speech, Vice President Pence an-
nounced that the US will fight back vigorously on
all fronts, including economic, military, diplomatic,
political, and ideological, against China. Accusing
previous administrations of having ignored or even
“abetted” China’s abuses, he insisted that the Trump
administration will speak up, stand up, fight, and
win. Pence’s remark is regarded as “the declaration
of a new Cold War”"*. But President Trump’s per-

4 Perlez J. Pence’s China Speech Seen as Portent of ‘New
Cold War’ // New York Times. 2018. October 5. URL:
https://www.nytimes.com/2018/10/05/world/asia/pence-
china-speech-cold-war.html (accessed: 10.08.2018).
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sonal approach to China is fundamentally transac-
tional and hardly amounts to replace engagement
with a grand alternative.

After heated rhetoric on the campaign trail,
President-elect Trump took a congratulatory call
from Taiwanese leader Tsai Ing-Wen, the first con-
tact between Taiwan’s leader and an incumbent or
incoming U.S. president in nearly four decades,
challenging the default American position on the
“one China policy”. While this provocation could
easily settle on a tough approach, President Trump
abruptly reversed course in February when he told
President Xi that he would honor the “One China”
policy. Secretary of State Rex Tillerson in his first
official visit to Beijing in March repeated in verba-
tim of the tenets of President Xi’s new model of big
power relations and agreed with Xi that the two
countries should respect each other’s core interests
and major concerns. The phrase had long been
understood as implying U.S. accommodation to
China’s position against US interference on issues
ranging from Taiwan to human rights. Openly
accepting China’s framework surprised many China
experts in the US that if Tillerson fell into a diplo-
matic trap for repeating Chinese government pla-
titudes.

The softening speeded up after Trump-Xi
Summit in Florida on April 6, 2017. Without enough
knowledge of Asian history to push back on most
sensitive issues, Trump took what Xi said at face
value on Tibet, Taiwan, and North Korea and came
out with a high regard for Xi, saying that they had
a very good chemistry together and seeing China as
more important than ever to help with the North
Korean issue. The two countries then unveiled in
a 100 day action plan of economic cooperation,
including trade deals on agriculture, financial ser-
vices, investment, and energy.

Reversing the simplistic anti-China stance to
an equally simplistic pro-China stance, President
Trump’s abrupt volte-face from strong critic of
China to capitulation was followed by sending the
United States Ship (USS) Dewey to within 12 nauti-

cal miles of Mischief Reef (3257 #), one of Chinese

artificial islands in the South China Sea, on May 24,
2017, to challenge China’s artificial island construc-
tion and militarization of facilities on features in
international waters. On June 28, the Senate Armed

Services Committee voted to allow regular stops
by U.S. naval vessels to Taiwan. The next day, the
Treasury Department announced the “secondary
sanctions” against Chinese entities for underwriting
the North Korean Regime. On the same day, the US
approved $1.4 billion arms sales to Taiwan. The USS
Stethem then sailed around China’s reformatted
Triton Island in the Paracel archipelago on July 2.
Worrying that China’s investment could give Bei-
jing access to cutting-edge technology with com-
mercial and military applications, the Trump admi-
nistration in September blocked a Chinese-backed
investor from buying Lattice Semiconductor Corpo-
ration, which makes programmable logic chips used
in communications, computing, and industrial and
military applications.

President Trump’s state visit to Beijing in No-
vember 8—9, 2017, however, sent confusing signals
again. Complaining about China’s unfair trade
practices and calling the huge trade deficit with
China embarrassing, President Trump cast more
blame on his American predecessors than on China
after his Chinese hosts presented him a royal treat
of “state visit plus” and the signing show of Chinese
import deals over $250 billion. Trump’s statement
drew quick criticism at home. A New York Times
story found that Trump projected an air of deference
to China in public almost unheard-of for a visiting
American president, signaling “a reversal of roles:
the United States may now need China’s help more
than the other way around”"’.

Returning home, President Trump changed
tune again. Notifying the WTO that the US opposed
granting China market economy status, a position
that could allow Washington to maintain high anti-
dumping duties on Chinese goods, the Trump ad-
ministration’s Report on China’s WTO Compli-
ance in January 2018 stated that “the United States
erred in supporting China’s entry into the WTO
on terms that have proven to be ineffective in secur-
ing China’s embrace of an open, market-oriented
trade regime”. China remained a state-led economy
and had used the imprimatur of WTO membership
to become a dominant player in international trade.

!5 Landler M., Davis J.H., Perlez J. In China, Trump Places
His Bets on Flattering Xi Jinping // New York Times. 2017.
November 9. URL: https://www.nytimes.com/2017/11/09/world/
asia/trump-xi-jinping-north-korea.html (accessed: 11.28.2018).
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This tough criticism set the stage for the Trump
administration’s shift toward bellicose strategy in the
second year. Launching the trade war in March 2018,
President Trump thought he could win easily. After
President Xi promised to open China’s banking and
auto sectors, increase imports, lower foreign-owner-
ship limits on manufacturing and expand protection
to intellectual property in his address to the Bo’ao
Forum on April 10, President Trump took Xi’s “kind
words” as China’s concession and stated that “We
will make great progress together!”.

President Trump opened negotiations with
China any way although he had disparaged previous
negotiations with China as producing endless talk
and little gain for the US. Sending a high-level
delegation led by Treasury Secretary Steven Mnu-
chin to Beijing on May 4 2018, the Administration
demanded Beijing to cut $200 billion in the trade
deficit and change its industrial policies, including
forced transfer of technology to Chinese businesses.
But the delegation came back empty. A follow-up
negotiation in Washington produced a joint statement
on May 19, which stated that both parties forged
a consensus to avert a trade war. Promoting the
talks as a success, President Trump Twittered on
May 21 that barriers would “come down for the first
time” and China will “purchase from our Great
American Farmers practically as much as our Far-
mers can produce”. But he changed his mind and
rejected the agreement a few days after. Intensi-
fying the trade war, President Trump, nevertheless,
personally reversed the penalties against Chinese
telecom giant ZTE for violating the settlement with
the U.S. government over illegal shipments to Iran
and North Korea.

Fighting trade war with China, President Trump
has lashed out in all directions, fighting wars with
even US allies, rather than reaching out to other
trading partners who share US complaints to form
an international coalition to place common pressure
on China. In an interview on July 1, 2017, Trump
attacked the European Union “as bad as China just
smaller... On top of that, we spend a fortune on
NATO to protect them”. Pointing to the Europe
Union as America’s “biggest foe globally right
now”, he then added that “Russia is a foe in certain
respects” and that China was one economically. As
a result, “the U.S. has abandoned quickly and with-
out hesitation its role as leader of the global alli-

ance system. Its long-term allies are left baffled,
not knowing what to do in a new world order
in which with ‘America first’ has transformed into
‘America only’” [Moeller 2018]. Increasingly iso-
lated in the international community, President
Trump threatened in December 2017 to cut off aid
to any country that supported a UN resolution con-
demning his decision to recognize Jerusalem as the
capital of Israel. In defiance of Trump’s threat, the
resolution was passed overwhelmingly.

All these confusing signals and erratic actions
are an indication of the absence of a grand strategy.
Being treated not much nicer than China, U.S. allies
and other trading partners have moved ahead with
cooperation arrangements without the US. The Euro-
pean Union and Japan signed a sweeping “economic
partnership agreement” for an area representing over
one-quarter of the global economy. After President
Trump’s withdrawal from the TPP, which was
meant to help cement ties between many of China’s
nervous neighbors while concentrating bargaining
power to offer economic leverage for the U.S. to
open the Chinese market, a group of 11 nations
signed the new TPP without the United States
in March 2018, a powerful signal of how countries
are forging ahead without the US leadership.

As US allies are spurned if not insulted, some
of them have tried to do more business with China.
Germany and Japan have increased their invest-
ments in China. Turkey, once a NATO bulwark
against Russia and in the Middle East, has worked
with China through the Belt and Road initiative.
Although Beijing and EU remain at odds over issues
such as technology transfer and protecting intel-
lectual property, the China—EU summit in Beijing
released a joint statement in July 2018 that the two
sides were strongly committed to resisting protec-
tionism and unilateralism and to improving trade
and investment liberalization and facilitation.

Engagement Remains Foundation
for Healthy Competition

The US—China relationship has been characte-
rized by a cycle pattern of ups and downs since the
normalization of 1979. Although the turbulent
cycles have brought serious stand-offs, the US—
China relationship has survived many roller-coasters.
The two countries are not natural partners, nor are
they inevitable enemies. Their relationship is pro-
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foundly strategic partners and competitors simulta-
neously. Neither the US nor China has found their
relationship comfortable. But neither can afford to
disengage with each other. Although deep and warm
peace among great powers is rare in history, a cold
peace or the US—China détente is a realistic goal.

As a result, in spite of widespread criticism
of engagement, many Americans have continued
in its defense. David Lampton made the point that
“The United States used its economic, military
and ideological power to build institutions, alliances,
and regimes that contributed to global economic
growth and the avoidance of great power war.
In doing so, it fostered the rise of a new constellation
of powers, China notable among them, with which
it must now deal. If the United States wants to see
its interests met, Washington must win Beijing’s
cooperation rather than try to compel it” [Lampton
2017]. Geoftrey Garrett, Dean of the Wharton School
of Business at the University of Pennsylvania, Presi-
dent Trump’s Alma Mater, stated that “It’s true that
China and America are different. The most im-
portant thing we can all do is to ensure that the dif-
ferences between China and the United States are
source of strength, source of economic growth, and
source of business opportunity, not a source of con-
flict. The best way to make that history is through
more engagement, more understanding, more busi-
ness-to-business ties, more cultural understanding,
so more engagement is just the right path for us
in the most important relationship in the 21* cen-
tury””'S.

Although the US—China competition has in-
tensified, engagement is the foundation for healthy
competition because engagement has morphed into
a deep interdependence that the two countries can
only thrive in tandem. Taking advantage of the US
market, hardworking Chinese people provided low-
cost goods that enabled income-constrained Ameri-
can consumers to make ends meet in the grips of
wrenching stagflation years. China-made goods
have been a boon for American consumers since
then. Providing China growth anchors, the US bene-
fited from China’s vast reservoir of surplus saving
to sidestep the mounting perils of subpar saving and

' Qian S.M. Senior Chinese diplomat calls on US to
abandon ‘power politics’ // China Plus. 2018-04-15. URL:
http://chinaplus.cri.cn/news/china/9/20180415/118089.html?
from=singlemessage&isappinstalled=0 (accessed: 06.16.2018).

reckless fiscal policy. As the largest contributor
to global growth in the last decade, China’s spec-
tacular economic growth has contributed to Ameri-
can prosperity. While China needs the U.S. market
for its exports and the strong supply and value chain
to play on its comparative advantage, the US shares
an interest in maintaining and deepening the existing
production chains and operation in Chinese markets.

The trade war with China involves big risks not
only for Chinese economy but also American eco-
nomy, disrupting supply chains to American com-
panies. When ZTE’s violation of US sanctions
resulted in a temporary revocation of its US operating
licenses and the denial of access to US technology,
an extensive collateral damage extended to ZTE’s
American partners, including Qualcomm, Google,
Acacia Communications and host of small first and
second tier suppliers. A World Bank analysis sug-
gests that 25 percent tariffs on all trade between
the US and China could reduce global exports by up
to 3% and global income by up to 1.7% with losses
across all regions. China and the US could lose up
to 3.5% and 1.6% respectively'’. Although both
countries could declare victory, the trade war would
destroy a great deal of wealth along the way. Both
countries lose more than either gain.

Hundreds of American companies have lob-
bied the administration to keep their products off
the list of Trump’s tariffs. The lobbying has had
an impact, with the trade representative remov-
ing products with an annual import value of about
$7.4 billion from the list. Senator Lindsey Graham
of South Carolina is one of the biggest proponents
of President Trump’s crackdown on China. But be-
hind the scenes, he worked on behalf of seven South
Carolina chemical and textile companies that import
products from China in his home state to avoid
the pain of the trade war and succeeded to help four
of them remove materials from a list of goods
subject to Trump’s tariffs'®.

'7 Impacts on Global Trade and Income of Current Trade
Disputes. URL: http://documents.worldbank.org/curated/en/
685941532023153019/pdf/128644-REVISED-MTI-Practice-
Note-2-11-12.pdf (accessed: 16.10.2018).

'8 Tankersley J. Lindsey Graham welcomed Trump’s China
tariffs, then helped companies avoid them // CNBC. 2018.
October 5. URL: https://www.cnbc.com/2018/10/05/lindsey-
graham-welcome-trumps-china-tariffs-then-help-companies-
avoid.html (accessed: 16.10.2018).
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At the regional level, engagement not only
ended 23 years of diplomatic estrangement bet-
ween the two countries but also laid the foundation
for a peaceful and prosperous Asia after the Vietnam
War. Pursuing strategies to draw maximum benefit
from both the US and China, minimize risks of
angering either and preserve their independence,
most countries in the region have desired for US
engagement. They are concerned about the Trump
administration’s disengagement from the region and
disdain for the multilateral institutions when eco-
nomic interdependence between China and the rest
of Asia has increased.

East Asia’s intraregional trade share rose to
57.3% in 2016, while their trade with the US de-
clined". The EU, Japan and the United States collec-
tively accounted for 29 percent of emerging East
Asia’s total exports in 2015, down from almost
50 percent in 1990. As the region’s main production
base, China is at the center of this growing intrare-
gional trade. Every Asian country now trades more
with China. Asian leaders know that as their
economies rely on Beijing, they cannot afford to
offend it.

Taking advantage of these underlying changes,
China has bolstered its power and profile. As the
pressure to acquiesce to China is growing, an in-
creasing number of Asian countries have been
pulled toward China’s orbit. As this geostrategic
shift is gathering momentum, some have leaned
closer to China, soft-pedaling quarrels over the ter-
ritorial disputes and angling for a slice of Beijing’s
initiatives to compensate for the U.S. disengage-
ment. Most Asian countries have participated in the
China dominated Asian Infrastructure Investment
Bank (AIIB) and BRI. While the US military capa-
bilities still dominate Asia, China has wielded
growing leverage, pulling longtime American allies
closer.

In this case, as Jeffery Bader argues, if the US
goes down “the road of disengagement from China
in pursuit of unbridled competition, it will not be
a repetition of the Cold War with the Soviet Union,
when the United States was joined by a phalanx of

' Strong Asian Intraregional Trade and Investment Im-
prove Economic Resilience. The Asian Development Bank.
October 25, 2017. URL: https://www.adb.org/news/strong-
asian-intraregional-trade-and-investment-improve-economic-
resilience (accessed: 11.01.2018).

Western and democratic countries determined to
join us in isolating the USSR”. Deeply entangling
with China economically, “Even those most wary
of Beijing, like Japan, India, and Australia, will not
risk economic ties with China nor join in a perverse
struggle to re-erect the “bamboo curtain”, this time
by the West. We will be on our own” [Bader 2018].

Although China’s rise has inevitably increased
frictions, engagement has helped avoid potentially
disastrous US—China confrontation by giving China
a continuing stake in the relationship with the US
and its neighbors. It is in China’s interest to work
with the US because China is far from the position
to step into America’s shoes as a hegemonic power
and take the role of global leadership. Global leader-
ship is costly; it means asking people to contribute
to others’ well-being and send soldiers to die far
from home. Seeking reform of global governance,
Beijing has yet to mount serious responses to global
problems, such as the refugee crisis or Syria’s civil
war. China’s rise is not necessarily America’s de-
cline. While it becomes difficult for the US to hold
its primacy in Asia, it is equally, if not more diffi-
cult, for China to drive the US out of Asia anytime
soon. Uncomfortable with the US dominance, China,
nevertheless, benefited immensely from the US-led
order underpinning stability and prosperity in the
region. Beijing has already paid a price for its con-
frontational policy alienating the US. China would
benefit from friendly rather than hostile relations
with the US and nations on its borders.

It is not in China’s interest to escalate tensions
with the US also because a Sino-American show-
down may risk dooming China’s economic transition
and political stability. After remarkable GDP growth
for many years, China has experienced difficult
transition from reliance on low-cost manufacturing
and exporting products to high-tech innovations
and consumption-driven economy. Beijing has made
clear that it does not want to fight the trade war
that would harm the Chinese economy much more
than the American economy. No alternative is as big
and lucrative as the American market for China’s
export. In addition, China’s tight import control has
hurt not only American producers but also Chinese
consumers. Ordinary Chinese would welcome re-
duced import tariffs, which means cheaper foreign
products and services for the average Chinese con-
sumers [Xie 2018].

But external hostile pressure has historically
helped mobilize Chinese nationalism against any
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concessions that could be regarded as surrender to
foreign powers. Pursuing the “China Dream” of
restoring China to wealth and power on the basis
of some valid historical grievances and considerable
resources, many Chinese people have accepted the
government position because on top of the trade
war, the broader anti-China trend in U.S. politics
has been an intensely unwelcome surprise to the
Chinese people.

The Trump administration thought it could win
the trade war easily. Some Western media also pre-
dicted the failure of Beijing’s tit-for-tat retaliation
over tariffs from the very beginning. As President
Trump has dug himself deeply into his America
First corner allowing little room for the Chinese
leadership to maneuver without losing face, never-
theless, President Xi has stood firm, turning the US
pressure to his political advantage to continue Chi-
na’s industrial policy and other practice. Although
the constant drumbeat of press coverage on “Made
in China 2025 has reduced, the focus has shifted
on results, not public relations victories.

The ZTE sanction was a wakeup call for the
Chinese government to encourage Chinese firms
to localize high-tech and key industrial products and
systems and their inputs, reducing technology
dependence on the US. In January 2018, the US
barred a takeover of Money Gram, the American
remittances company, by Alibaba’s money transfer
agency. Alibaba created a different, in many respects
more innovative, product using block chain-based
technology. Heavy-handed industrial policy once
helped Japan, South Korea and so on upgrade and
bring wealth and prosperity. The US government
also supported national highway system, the Mar-
shall Plan, the internet development, the Hoover
dam, and space programs. Although an appropriate
from the full blown Chinese industrial policy gov-
ernment role in a free enterprise system is different
to support Search Engine Optimization (SEO),
China would not give up its industrial policy simply
under the US pressure.

Washington has not been able to force Beijing
back down on most of disputes in the past. As China
grows stronger, it can only get harder to force China
to back down. Pushing China to the corner would
produce a tougher China that sees no choice but to
fight back although neither country is ready to be
locked into a violent confrontation that neither can

win. One American scholar, therefore, criticized
President Trump for abandoning America’s own
successful model of development as achieving the
opposite of its intent. “American prosperity should
be assured by doing what America does best: inno-
vating at home and trading with the rest of the
world”?.

dskosk

When the US started engagement, the differ-
ences between the two countries were greater than
they are today. The US engaged China in spite of
these differences. The US has to maintain competi-
tive and confident in its strengths and values, rebuild
the reputation as an effective, inclusive, and open
country, shore up its democratic and capitalist insti-
tutions, and invest in traditional alliances. As Chaz
Freeman, who went with President Nixon to China
in 1972, argued, “The best way to make America or
China great again is not to try to impede each other’s
progress or tear it down. It is for each side to focus
on the home front, implement the values it professes,
improve the factors underlying its national competi-
tiveness, and address its own problems before wor-
rying about those of others” [Freeman 2017]. Andrew
Nathan echoes that the first step of a good China
policy lies at home. “We must recover our strength
and recommit to our values — a mission for chang-
ing ourselves that, at this moment, looks even harder
than the failed mission of changing China”?'.
“China and the US remain in the same big boat faced
with fierce wind and huge waves. The common
challenge is to navigate this boat through the uncer-
tainties or uncharted waters, for the benefits of both

countries”?.

2 Sachs J. Trump is robbing America of what makes
it great // Washington Post. 2018. July 25. URL:
https://www.washingtonpost.com/news/theworldpost/wp/
2018/07/25/us-china-2/?utm_term=.8b0e087c4d2b (accessed:
07.09.2018).

I Is American Policy toward China due for a ‘Reckon-
ing’? // A China File Conversation. 2018. February 15. URL:
http://www.chinafile.com/conversation/american-policy-
toward-china-due-reckoning (accessed: 07.09.2018).

22 Remarks by Ambassador Cui Tiankai at the 8th US—
China Civil Dialogue, July 26, 2018. URL: http://www.china-
embassy.org/eng/zmgxs/zxxx/t1580425.htm (accessed:
08.01.2018).
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HoBas xos10a4Hast BoMHa?
[IpUYKHBI U IepCNeKTUBbI 3aP0XKAAI0LIETr0Cs
aMepUKaHO-KUTAMCKOro conepHuYecTBa

Cyiinnx Y:kao
Yuusepcuret Jlensepa, Jlensep, CIIIA

T'o Janb

[MTapTwitnas mkosa mpu LUK KIIK (Kuraiickas akagemus ynpasienwns), [lexknn, KHP

Anvunuctpanus Tpamna oObsBuna Kurail cTpaTernueckuM KOHKYPEHTOM M PEBU3UOHHUCTCKOH aepxkaBoil. dDakTuuecKu
ToproBast BoiiHa ¢ Kuraem Oblia mepeBeneHa B pa3psf J0O0BOro CTOIKHOBEHUs. HekoTopble SKCIEPTHl OIMMCHIBAIOT HbIHEIIHEES
JIBYCTOpOHHEE B3aUMOJeIiCTBIE B TepPMHHAX HOBOI «xo001Hoi BoiHbD Mexy CIIIA u Kuraem.

O0e nepxaBbl IOABEPKEHBI NITyOOKUM NpeoOpa3oBaHusaM. VX BeKTOp OyJeT OIpenesaTh MPOLECcC U UCXOH 3apOXKIaroIerocs
conepHuuectBa Mexay CIIIA u KuraeMm. B cratbe yIBepKIaeTcs, 4To, HECMOTPSI Ha TO, UTO B HACTOSIIIEE BPEMsI [IOJIUTHKA BOBJIE-
YeHUsl OIpeJesIeTCsl KOHKYPEHTHBIME MHTEPECaMU, B OCHOBE OTHOLICHUH ABYX CTpaH IPOAOJKAET IPUCYTCTBOBATh IIyOOKas
B3auMO03aBUCUMOCTb. Ha (oHE OTCYTCTBUS IpeLeieHTa yIIpaBIeHUs SKOHOMUUECKOH U Fe0CTPaTErnuecKoi KOHKYPEHIUEH MEX Ty
JBYMsI KPYyIHEHIIUMY U IIIyOOKO B3aUMOCBA3aHHBIMU SKOHOMHMKAaMU U CHJIbHO BOCHU3UPOBAaHHBIMU cBepxiep:kaBamu, CIIIA
u Kuraro nmpuzercst HailTH OalaHC HHTEPECcOB U M30eKaTh HACHIBCTBEHHON KOH()POHTAINH, KOTOpast HE OTBeYaeT HHTepecaM
HH OJHOH U3 CTOPOH. DTOT ypOBEHb B3aUMOJAEUCTBUS TPEOYyeT NalbHOBUIHOCTU Y THOKOCTH. YUUTBIBAS CHIIbHYIO SKOHOMUYECKYIO
B3alMO33aBUCHMOCTb, BO3/EHCTBIE MEKAYHAPOJHOIO MHCTUTYLIMOHAILHOTO IOPS/IKA, OTPAHUYEHHYIO UAE0JOIUUECKYI0 KOH-
(pOHTALHIO ¥ CIIOCOOHOCTH KO BTOPOMY SIEPHOMY YAapy, y IHAEPOB IBYX CTPaH HET APYroro BEIOOpa, KpoMe KaK HaIlyNaTh
CHOCOOBI YIIpaBJICHNS! KOHKYPEHIUEH 1 NPOJOIKUTh B3aUMOIEHCTBHE.

ABTOpBI IPUXOAST K BBIBOIY, YTO UY€M CHIIbHEE cTaHOBHUTCA Kuraii, TeM TpyaHee OyzneT BammHrToHy 3aCcTaBUTH €ro
orctynuth. «3arHate KHP B yrom» — 3To ¢akTHueckn mocnocoOCTBOBATh YCHUIICHUIO €r0 )KECTKOH M MOIIHOW TIO3HIIMH,
4TO, B CBOIO OYEpPEeb, MOXKET CIIPOBOLIUPOBATE OoJIee TsKeNble TOCIEACTBU U1 00enX CTPaH.

KarwueBbie ciioBa: aMepHKaHO-KHTaﬁCKHC OTHOLICHUS, TOProBas BOﬁHa, MeX(HyHapOﬂHBIfI TIOpAAOK, KOHKYpPEHIIMA, B3aMO-
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