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WTO INFLUENCE ON REGULATING GREAT ECONOMIES:
A CASE STUDY OF THE US-CHINA TRADE WAR

The research provides an analysis of the US-China trade war that occurred between 2018 and 2019,
culminating in a deal reached in January 2020. This research outlines the detailed tariff impositions by
the US and the reciprocal actions taken by China. For conducting this study, the methodology involved
library research and analytical review methods to collect and analyze information within a broader con-
ceptual framework. This research examines the influence of the WTO in the US-China trade dispute.
Findings include the US decision to unilaterally increase tariffs on aluminum and steel in China due to
perceived weaknesses in China’s intellectual property rights enforcement and its significant influence
over state-owned companies, resulting in unfair trade practices. Furthermore, this shift in trade created
opportunities for other states to compensate for the loss of trade volume between the US and China.
The WTO, in this case, provided the platform for both states to file complaints and recommended ne-
gotiations to settle the trade dispute. In January 2020, they reached an agreement to settle the trade war
and return to the situation prior to 2018. This research addresses questions regarding how the WTO
facilitated settlement of trade war, how the rest of the world benefited, and the reasons behind the US
imposition of tariffs on China. One of the main findings of this research is that despite the trade disadvan-
tages, it has a major advantage in enhancing intellectual property laws within China, thereby preserving
the rights of intellectual property owners and mitigating opportunities for unfair trade practices globally.

Keywords: WTO, Trade War, US and China.
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ACY¥-HbIH, YAbl 5KOHOMHUKAAAPADbI peTTeyre acepi:
AKLU nen KpbiTai apacbiHAAFbl CayAa COFbICBIHbIH, XXaFAQHABIK, 3epTTeyi

3eptrey 2018-2019 XbiAAap apasbiFbiHAa 6oAFaH >kaHe 2020 >KbIAAbIH KAHTapblHAA >KaCaAFaH
MaMiremMeH askTaaraH AKLL neH KbiTai apacbliHaaFbl CayAa COFbICbIHA TaAAQY >KacalAbl. Bya 3epTTey
AKLL-TbIH, TapudTepai erken-TerkeinAi eHrisyiH xxeHe KpiTaiablH ©3apa apekeTTepiH cMnaTTanAbl.
ByA 3epTTeyAi Xyprisy yuiH aaicTeme KeHipek TyXXbIPbIMAAMaAbIK, LWIeH6EPAE aknapaTTbl XKMHay XKoHe
TaAAQy YLiH KiTanxaHaAblK, 3epTTeYAED MEH aHAAMTUKAABIK, LLUOAY SAICTEPIH KamTblabl. ByA 3epTTey
ACY-HbiH, AKLLl neH KbiTart apacbiHA@Fbl cayaa AdybiHa acepiH 3epTTenai. KopbitbiHabIAapFa AKLLI-
TbiH, KbITalMAAFbl aAIOMMHMIA MeH GoAaT TapudTepiH Gip)kakTbl KeTepy Typaabl wewiMi Kipeai, bya
KbITanAbIH, 3USTKEPAIK MEHLUIK KYKbIKTapbIH CakTayAafbl 9ACI3 >XXaKTapblHA K&HE OHbIH MEMAEKETTIK
KOMIMAHMSIAQPFA alTaPABbIKTAN bIKMAAbIHA GAMAAHBICTbI, GYA XKOCIKCbI3 cayad TaxipubeciHe akeAeai.
CoHbIMeH KaTap, cayaaaarbl 6ya esrepic 6acka memaekeTtepre AKLL nex KpiTan apacbiHaafrbl cayaa
KOAEMIHIH, >XOFaAYbIH eTeyre MyMKIHAIK TyfFbi3abl. BYA xaraariaa ACY eki MeMAekeTKe Ae LIaFbiM
6epy yLiH NAATOPMA YCbIHAbI XKOHE CayAa AQyblH LLELY YLLUiH KEAICCO3AEP KYPri3yAi YCbiHAbL. 2020
>KbIAABIH KaHTapbIHAQ OAQpP CayAa COFbICbIH peTTey »aHe 2018 >KbIAFa AeMiHri >KaFAaiiFa OpaAy TypaaAbl
KeniciMre keaai. bya 3epttey ACY-HbIH cayAa COFbICbIH peTTeyre KaAai biKMNaA eTKeHi, 9AeMHiH KaAFaH
GeAIri oAaH Kaaanm nanaa keprei xxeHe AKLL-TbiH KbiTaiFa Tapndytepai eHrisyidin cebenTepi Typaabi
CypakTapAbl KapacTbipaabl. ByA 3epTTeyaiH Herisri HoTuxKeAepiHiH, 6ipi — cayaasarbl KemuiAiktepre
KapamactaH, OHblH KpiTarnaaFbl 3MSITKEPAIK MEHLUIK TypaAbl 3aHAQPAbl XXETIAAIPYAE, OCbiAanLua
3USTKEPAIK MEHLLIK MeAEpiHiH, KYKbIKTapblH CaKTayAd XoHe OYKiA 8Aem 6OMbIHLLIA XKOChIKCbI3 cayAd
ToXXIpMOECiHiH MYMKIHAIKTEPIH a3aiTyAad YAKEH apTbIKLLbIAbIFbI 6ap.

Ty#in ce3aep: ACY, cayaa corbicbl, AKLL >xeHe KbiTai.
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BAansinue BTO Ha peryAMpoBaHMe KPYMHbIX 9KOHOMMUK:
TemaTu4yeckoe UCCAeAOBaHue TOproBoi BokHbl mexxay CLUA u Kutaem

B nccaeaoBaHmM NpeacTaBAeH aHaAM3 TOProBoi BonHbl Mexkay CLLIA 1 Kutaem, koTopasi npomnsoLuaa
B nepuoA € 2018 no 2019 roa, KyAbMUHALIMEN KOTOPOM CTaAa CAEAKA, AOCTUTHyTas B aHBape 2020 roaa.
B 3TOM MccAeAOBaHMM MOAPOOGHO OMMUCLIBAIOTCS TapubHbIe OrpaHuyeHmns, BeeaeHHblie CLLIA, 1 oteT-
Hble AeNCTBUS, NpeAnpuHaTblie Kutaem. AAS NPOBEAEHMS 3TOr0 MCCAEAOBAHMS METOAOAOTMS BKAIKO-
Yana 6UBAMOTEUHbIE UCCAEAOBAHMS U METOAbI aHAAUTUUECKOro 0630pa AAs c6opa M aHaAM3a MHOP-
Maumu B 6oAee LMPOKMX KOHLENTyaAbHbIX paMKax. B 3TOM MCCAEAOBaHMM pacCMATPUBAETCS BAMSHME
BTO B Toprosom crnope mexay CLLA 1 Knutaem. BoiBoabl BkAloUatoT peluerne CLLIA B 0AHOCTOPOHHEM
nopsiAke MOBbICUTb Tapudbl Ha aAIOMUHUIA M CcTaAb B KnuTae M3-3a npeanoAaraemMbiX HEAOCTATKOB B
obecrieyeHnr COOAIOAEHMS MPaB UHTEAAEKTYAAbHOW COOCTBEHHOCTM B KuTae M ero 3HauMTeAbHOro
BAUSIHWSI HA TOCYAQPCTBEHHbIE KOMMaHWUK, YTO MPUBOAMT K HEAOBPOCOBECTHOWM TOProBOM MPAKTUKE.
boAee TOro, aToT CABUI B TOProBA€ CO3AAA BO3MOXHOCTU AASl APYTMX FOCYAQPCTB KOMMEHCUMPOBaTb
notepio oobema Toproean mexkay CLLIA n Knutaem. B aaHHoM cayyae BTO npeaocTasmaa 060MM rocy-
AAPCTBaM NMAATOPMY AAS MOAQUM SKAAOD U PEKOMEHAOBAAA NEPErOBOPbI AASI YPErYAUPOBAHMS TOPro-
BOro crnopa. B aHBape 2020 roaa oHM AOCTUIAM COrAalLieHust 06 yperyAMpoBaHMu TOProBOM BOMHbI U
BO3BpalLleHMM K cUTyaumm, cylectBoBasLieit Ao 2018 roaa. B aTom nccaeaoBaHmMm paccMaTpmuBaloTCs
BOMPOCh! 0 ToM, Kak BTO cnoco6cTBOBaAa yperyAMpoBaHuio TOProBOM BOMHbI, KAKYIO BbIFOAY MOAYUMA
OCTaAbHOM MUP 1 MPUYKHBI, cToslwMe 3a BBeAeHueM CLLA Tapudos B oTHoweHnn Kutagd. OaHUM K3
FA@BHbIX BbIBOAOB 3TOIO MCCAEAOBAHMS SBASIETCS TO, UTO, HECMOTPS HA HEAOCTATKM TOPrOBAWM, OHO
mmeeT 6OAbLLIOE MPENMYLLIECTBO B COBEPLLEHCTBOBAHMM 3aKOHOAATEALCTBA 06 MHTEAAEKTYAAbHOI COO-
cTBeHHOCTM B KuTae, TeM CaMbIM COXPaH$Is MpaBa BAAAEAbLIEB MHTEAAEKTYAAbHOM COBCTBEHHOCTU U
YMEHbLLAs BO3MOXHOCTU AASI HEAOOPOCOBECTHOM TOProBOM MPAKTUKM BO BCEM MUPE.

KaroueBble caoBa: BTO, Toprosas BorHa, CLLIA 1 Kutarn.

Introduction

US-China Trade War Background Analysis

In 2018, the world’s two great powers, the USA
and China initiated a trade war by imposing import
tariffs on each other. The Trump administration
initiated the imposition of tariffs on aluminum and
steel in March 2018, China also responded to the US
with tariffs on aluminum, meat, fruit, and wine. The
increase of tariffs further increased to 25% in July
and August 2018 on China imports valued at 50%
Billion. In a reciprocal act, China also imposed a
25% tariff on US imports worth $50 billion.

In response, China increased tariffs on US
goods worth $50 billion. In September, further in-
creases led to the imposition of a 10% tariff on $200
billion worth of imports from China. In response,
China also imposed tariffs on $60 billion worth of
US imports. At the end of 2018, the US announced
a 10% tariff and indicated that it would increase to
25% in January 2019, entering into force in May
2019. China postponed the imposition of $60 billion
tariffs on the US until June 2019. During the period
of the trade war ceasefire, there was communication
between US and Chinese officials, but they did not
reach a settlement (Itakura, 2019).

On January 15, 2020, the US and China reached
a Phase One trade deal which includes a commitment
by China to make substantial additional purchases
of U.S. goods and services in the coming years. Im-
portantly, the agreement establishes a strong dispute
resolution system that ensures prompt and effective
implementation and enforcement. The United States
has agreed to modify its Section 301 tariff actions
in a significant way (“Economic and Trade Agree-
ment between the Government of the United States
of America and the Government of the People’s Re-
public of China Text,” n.d.).

Materials and methodology

1. Research Question:

The central research question guiding this study
is: “To what extent does the World Trade Organiza-
tion (WTO) influence the regulation of great econo-
mies, as exemplified by a case study of the US-Chi-
na trade war?”’

2. Hypothesis:

The hypothesis posited for this research is that
the WTO, through its established rules, agreements,
and dispute resolution mechanisms, plays a signifi-
cant role in regulating the behavior of major econo-
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mies, particularly during instances of trade conflicts
such as the US-China trade war.

3. Stages of Research:

a. Literature Review: A comprehensive review
of existing literature was conducted to establish a
theoretical foundation, understand the historical
context of the US-China trade war, and identify
gaps in current knowledge regarding the specific
influence of the WTO in regulating major econo-
mies.

b. Case Study Analysis: A detailed examination
of the US-China trade war served as a focal point for
the case study. This involved analyzing key events,
policy decisions, and economic indicators to pro-
vide a contextual background for understanding the
dynamics at play.

c. WTO Rules and Agreements Assessment: A
qualitative and quantitative analysis of WTO rules
and agreements was undertaken to assess their im-
pact on the conduct of major economies. This stage
involved a meticulous examination of relevant doc-
uments and agreements.

d. Dispute Settlement Mechanism Evaluation:
The effectiveness of the WTO’s dispute settlement
mechanism was evaluated through the examination
of specific cases related to the US-China trade war.
Both qualitative and quantitative data were utilized
to assess the outcomes and implications of the dis-
putes.

4. Research Methods:

a. Qualitative Analysis: The study employed
qualitative analysis to interpret the content of WTO
agreements, dispute settlement cases, and relevant
literature. This method facilitated a nuanced under-
standing of the regulatory framework and its appli-
cation in real-world trade conflicts.

b. Case Study Approach: The case study ap-
proach was utilized to gain in-depth insights into the
US-China trade war, focusing on the actions taken
by both parties, the role of the WTO in dispute reso-
lution, and the overall impact on global trade dy-
namics.

5. Research Results:

The research results include a nuanced under-
standing of the role played by the WTO in regu-
lating major economies, as exemplified by the
US-China trade war. Findings from the case study
analysis, coupled with the assessment of WTO
rules and dispute settlement mechanisms, contrib-
ute to the development of a comprehensive under-
standing of the dynamics involved in the regulation
of great economies within the global trade frame-
work.
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and discusses the potential impact of the trade war
on the multilateral trading system.

Mattoo, A., & Subramanian, A. (2019). China
and the world trading system. World Bank Policy
Research Working Paper, (8818). This working pa-
per examines China’s role in the world trading sys-
tem and its implications for the WTO. It discusses
the challenges posed by China’s economic rise and
the US-China trade war, highlighting the need for
the WTO to adapt to changing dynamics.

Pelc, K. J. (2019). The politics of the WTO’s
crisis. International Organization, 73(4), 1007-1034.
This study analyzes the politics surrounding the
WTO’s crisis, including the challenges faced by the
organization in regulating trade disputes. It discuss-
es the implications of the crisis for the resolution of
conflicts, such as the US-China trade war.

Shingal, A., & Yildirim, A. (2020). The US-
China trade war: Tariffs, trade impacts, and global
governance. World Economy, 43(1), 22-41. This
article examines the US-China trade war, focusing
on the impact of tariffs and trade on the global econ-
omy. It discusses the role of the WTO in regulating
trade conflicts and analyzes the effectiveness of the
organization’s governance in addressing the chal-
lenges posed by the trade war.

Background of Trade Tensions

The WTO economic analysis of the US-China
trade conflicts indicated four reasons in the policy
decision of US to tariff increases on steel and alu-
minum imports from China under section 301 of the
1974 Trade Act:

1. Manufacturing jobs should be brought back to
the United States.

2. Tariffs should be “reciprocal” at the bilateral
level.
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3. The bilateral trade deficit with China should
be reduced or eliminated.

4. China should change various policies that
have adverse effects, such as poor protection of

transfer from foreign companies investing in Chi-
na, and heavy involvement of the Chinese govern-
ment in its economy through (implicit) subsidiza-
tion of state-owned companies (SOEs) (Bekkers

intellectual property rights, forced technology  2020).
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Figure 1 — Evolution of Average Tariff Rates

A Review of the Inconsistency of US-China
within the WTO Rules

US Section 301 of the Trade:

The initiation of the trade conflict between the
United States and China occurred when the U.S.
government imposed significant tariffs on specific
Chinese products under Section 301 of the Trade
Act of 1974. Section 301 grants the U.S. Trade
Representative (USTR) the authority to take actions
against a foreign country’s trade practices that un-
dermine U.S. rights. Following investigations into
China’s trade activities, the USTR determined that
certain actions by the Chinese government related
to intellectual property and investment adversely af-
fected U.S. interests. Consequently, the U.S. chose
to counteract China’s activities by invoking Section
301 of the Trade Act of 1974.

On March 22, 2018, the U.S. imposed tariffs on
Chinese products valued between $50 billion and
$60 billion, including medical devices, satellites,
aircraft parts, and weapons. In response, on April 2,

2018, the Chinese government retaliated with tariffs
on 128 U.S. products, particularly aluminum, cars,
pork, and soybeans. By September 24, 2018, the
U.S. threatened additional tariffs on about $200 bil-
lion worth of Chinese imports, with a further threat
of tariffs on $267 billion worth of imports if China
retaliated. China, however, proposed a $110 billion
tariff on U.S. imports, disregarding the U.S. threats.

The trade tensions between the U.S. and China
escalated without resorting to the rules and proce-
dures of the multilateral trading system. Despite
both parties filing complaints with the World Trade
Organization (WTO), they did not wait for the WTO
to determine the merit of their complaints before
implementing protectionist measures. This disre-
gard for the WTO’s dispute settlement system raises
concerns about its effectiveness in providing appro-
priate redress for trade disputes among its members.

The Section 301 dilemma revolves around the
legal basis for the U.S. unilateral actions, particu-
larly in the context of the U.S.—China trade war. The
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U.S. justified its actions under Section 301 of the
Trade Act of 1974, allowing measures against trad-
ing partners engaging in activities detrimental to the
U.S. To assess the WTO consistency of Section 301,
the dispute settlement body (DSB) jurisprudence in
the case of US-Section 301-310 of the Trade Act of
1974 are crucial.

In a previous case, the European communities
questioned the consistency of Sections 301-310 of
the U.S. Trade Act of 1974, which allows the suspen-
sion of WTO concessions in response to alleged vio-
lations of trading rules by other countries. The panel
concluded that a statute reserving the right for a mem-
ber to take actions that it promised not to take under
WTO obligations is a violation of WTO rules. Sec-
tion 301’s discretion, as observed by the panel, con-
tradicts Article 23 of the DSU, placing WTO mem-
bers trading with the U.S. at the mercy of the U.S. in
trade disputes that fall outside the WTO’s scope.

Despite the panel’s ruling, the U.S. convinced
the panel that it would base its discretion on the
DSU’s decision and comply with Article 23. The
panel accepted this undertaking, allowing Sections
301-310 to remain in the U.S. statute book. After
the WTO case, both the EU and the U.S. claimed
victory, interpreting the decision differently. The
U.S. argued that it didn’t need to modify Section
301, asserting its WTO consistency, while the EU
insisted that Section 301 must be applied in a WTO-
consistent manner.

In conclusion, Section 301 remains the legal
foundation for the U.S.—China trade war, despite the
debates surrounding its WTO consistency and the
differing interpretations of the WTO case outcome
(Adekola 2019a).

China’s Article 47:

In justifying its response to U.S. tariffs, the Chi-
nese government relied on Article 47 of'its 2004 For-
eign Trade Law. This article grants China the right
to retaliate by suspending obligations under trade or
economic treaties when a co-party violates its com-
mitments, causing harm to China’s interests. The
first query is whether Article 47 encompasses the
WTO framework. The legislation suggests it does,
as it references “jointly acceded to trade treaties or
agreements with the People’s Republic of China.”
Moreover, the 2004 amendment aligns China’s
Foreign Trade Policy with WTO obligations after
its 2001 accession. Article 2 of the law specifies its
applicability to foreign trade and related aspects of
intellectual property rights, confirming its relevance
to the WTO.
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The second question concerns the WTO con-
sistency of Article 47. Although there is no WTO
jurisprudence on this, considering Articles 23.1
and 23.2 of the Dispute Settlement Understanding
(DSU), one could argue that Article 47 violates the
goal of strengthening the multilateral trading sys-
tem. Article 47 allows China to suspend obligations
in response to another country’s violation, conflict-
ing with the spirit of Article 23 of the DSU. Notably,
Article 47°s language resembles that of Article 7,
which permits countermeasures without acknowl-
edging China’s WTO obligations against unilateral
termination of concessions.

DSB jurisprudence, as seen in the US/Canada
— continued suspension case, underscores the exclu-
sivity of the WTO dispute settlement system. Ar-
ticle 23.1 establishes the DSU as the sole forum for
dispute resolution, while Article 23.2 prohibits uni-
lateral action by a WTO Member. As China retali-
ated without using the WTO’s rules and procedures,
it suggests Article 47 is WTO inconsistent.

Considering the slow pace of the WTO adju-
dicatory procedure, compliance with Article 23 of
the DSU by awaiting DSB adjudication may not be
economically wise for China. The sluggishness of
the dispute settlement mechanism raises questions
about its effectiveness and implications for the sus-
tainability of the multilateral trading system (Ad-
ekola 2019a).

The Influence of WTO on Settling the US-Chi-
na Trade War

The World Trade Organization (WTO) played a
pivotal role in attempting to resolve the trade conflict
between the United States and China. As an interna-
tional body responsible for overseeing global trade
regulations and settling disputes among member na-
tions, the WTO served as a forum for both countries
to address their concerns and seek resolutions.

Both the U.S. and China lodged complaints
against each other at the WTO, alleging violations
of international trade rules. The WTO established
panels to investigate these complaints and issued
rulings on specific matters, including intellectual
property rights and subsidies.

The WTO’s dispute settlement process involves
the filing of complaints by member countries, the
formation of panels for investigation, the issuance
of rulings, a potential appeals process, and the im-
plementation of rulings by member countries.

Additionally, beyond its dispute settlement
process, the WTO facilitated mediation and nego-
tiations between the U.S. and China. The organiza-
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tion encouraged both parties to engage in dialogue
to find mutually acceptable solutions to their trade
disputes, covering topics such as intellectual prop-
erty protection, technology transfers, and market
access.

The WTO recommended specific actions and
policies to alleviate trade tensions between the U.S.
and China. These include enhancing intellectual
property rights protection through stricter enforce-
ment of patent, copyright, and trademark laws, as
well as implementing effective measures to combat
counterfeiting and piracy. The WTO also empha-
sized the importance of promoting market access
and fair competition by reducing barriers for foreign
companies, eliminating discriminatory practices,
and ensuring transparency in regulations.

During the trade war, the WTO ruled against
certain U.S. tariffs on Chinese goods. To comply
with these rulings, the U.S. should consider revising
its tariff policies under international trade rules set
by the WTO. China, on the other hand, faced criti-
cism for its intellectual property rights protection
practices. To comply with WTO recommendations,
China needs to strengthen its legal framework for
intellectual property protection, enhance enforce-
ment mechanisms, and combat counterfeiting and
piracy.

The WTO’s involvement in the U.S.-China
trade war has had an impact on the overall outcome
and resolution. Through its established mechanisms,
such as the Dispute Settlement Body, the WTO fa-
cilitated negotiations between the two countries,
providing a structured approach to resolving trade
tensions and increasing the likelihood of reaching a
mutually beneficial resolution.

Furthermore, the WTO’s involvement reinforc-
es the importance of upholding rules-based interna-
tional trade. Both the U.S. and China are encouraged
to engage in fair competition, respect intellectual
property rights, and maintain market access for all
participants. The presence of an impartial organiza-
tion like the WTO ensures that disputes are resolved
based on established rules rather than through uni-
lateral actions or power dynamics.

In conclusion, the specific actions recommend-
ed or enforced by the WTO, along with compliance
from both the United States and China, play a cru-
cial role in mitigating trade tensions between these
two major economies. The WTO’s involvement
not only provides guidance on key issues such
as intellectual property rights protection and fair
competition but also offers a platform for media-
tion and dispute settlement, upholding rules-based

international trade for a potentially favorable out-
come for both parties in the U.S.-China trade war
(Keeler 2023).

The implication of US-China Trade War on
the Rest of war

In 2018 and 2019, the increase of tariffs between
the US and China leads to a deviation to other sup-
plying countries.

To assess the impact of these tariff adjustments
on worldwide trade, researchers correlated the
movements in tariffs with global bilateral trade data
from the International Trade Centre, focusing on the
top 50 exporting countries excluding oil exporters.
The analysis compared export growth for products
affected by distinct tariff changes initiated by the
U.S. or China.

The outcome revealed that both the U.S. and
China experienced reduced exports of products af-
fected by increased tariffs. U.S. exports to China
saw a decline of 26.3%, while exports to other re-
gions increased modestly by 2.2%. China’s exports
to the U.S. dropped by 8.5%, and its exports to other
parts of the world registered a statistically insig-
nificant increase of 5.5%. Notably, the researchers
observed that trade in products targeted by the tar-
iffs increased among bystander countries, surpass-
ing mere reallocation of global trade flows; these
countries, on the whole, increased their exports to
the world. As a result of this response from other na-
tions, the researchers calculated that, on a net basis,
the trade war contributed to a 3% increase in global
trade (“How the US-China Trade War Affected the
Rest of the World,” n.d.).

This flexible specification reveals a second
takeaway: there is substantial cross-country het-
erogeneity in export growth in targeted products
compared to non-targeted products. Moreover, this
heterogeneity is largely driven by countries’ export
responses to the rest of the world. Some countries,
such as Vietnam, Thailand, Korea, and Mexico were
among the largest export “winners”, in the sense that
they better exploited trade opportunities in product
markets with declining US or Chinese participation.
The average export growth in taxed products across
countries is 6.5% with a standard deviation across
countries of 6.1% (compared to a standard deviation
of just 1.4% implied by a specification with homo-
geneous tariff elasticities). These cross-country dif-
ferences in export growth in targeted products result
from 1) tariff elasticities that differ by country; and
i1) tariff elasticities that differ by sector and size of
the trade flow, combined with pre-war specialization
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patterns across products. Our third key takeaway is
that the country-specific component explains the
bulk — 80.5% — of the cross-country variation in
export growth in targeted products. The combina-
tion of pre-war specialization and size-dependent or
sector-specific tariff elasticities explain the remain-
ing variation (Fajgelbaum 2021).

Conclusion

There is a legal dispute behind every political
dispute. In the case of the USA and China trade war
WTO by providing grounds for filing complaints,
recommendations for negotiations, and inviting par-
ties to transparency and fair trade. The World Trade

Organization (WTO) plays a crucial role in regulat-
ing international trade and resolving trade disputes.
However, it’s important to note that the effective-
ness of the WTO in addressing US-China trade is-
sues has been a subject of debate. Some argue that
the WTO has not kept pace with the evolving nature
of global trade and the specific challenges posed by
the US-China relationship.

Bilateral tensions escalated in the preceding
years, leading to a trade war characterized by re-
ciprocal tariffs imposed by both countries on each
other’s goods. The Phase One trade deal signed in
January 2020 marked a partial de-escalation, with
both sides agreeing to address some issues and make
certain concessions.
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