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manufacturing is confronted with headwinds in the shape of rising labour and transport costs, China is
increasing investment in its manufacturing base – regardless of the trade tensions between the two countries.
China’s top export destination is still the US, but its second and third most common trading partners are India
and the ASEAN-5 countries (the Association of Southeast Asian Nations). As many experts predicted, when
Trump decided to narrow the US trade deficit with China he did not intend to directly damage manufacturing
in the US. Instead, Trump’s proposed tariffs are designed to make China increase its own investments in
research and development (R&D) and production. In other words, Trump’s idea is to make Chinese companies
pay to make more. In addition, Trump’s tariffs are in part intended to serve as a bargaining chip against China’s
crackdown on exports of rare earth elements (REEs), essential for the production of many electronics products.
The use of such elements to produce smartphones and other electronic goods is growing rapidly in China, and
is one of the drivers of the US trade deficit. The tariffs, and the need for China to invest in R&D and
production, also helps explain some of the trade policy actions of other countries that are following Trump’s
lead. It is understandable that the United States should be concerned about rising trade deficits and the
consequent loss of manufacturing and other jobs. However, the “free trade” camp has a robust defence of their
position – it is not just protectionism. It is argued that global trade provides multinationals with 3e33713323
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