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ABSTRACT 

This study examined United States–China Trade Relations and Trade Protectionism under the Donald 

Trump Administration from 2017 to 2025 using Game Theory as its theoretical framework. The theory 

posits that states are rational and self-interested actors that make strategic decisions aimed at maximizing 

their national interests while recognizing that their outcomes depend on the actions and responses of other 

actors within the international system. The study adopted a descriptive research design and employed 

both qualitative and quantitative approaches. Data were obtained from secondary sources, including 

reports and publications from key international and national institutions such as the World Trade 

Organization (WTO), International Monetary Fund (IMF), World Bank, United States Trade 

Representative (USTR), and China's Ministry of Commerce. Documentary analysis was employed as the 

method of data collection, while textual and qualitative content analysis techniques were used to 

systematically examine and interpret the data. The findings revealed that the persistent trade imbalance 

between the United States and China was a major factor behind the imposition of high tariffs on Chinese 

imports. Prior to the trade war, the United States recorded a merchandise trade deficit with China 

exceeding $375 billion in 2017, representing nearly half of America's total trade deficit. The study further 

found that concerns over intellectual property theft, allegations of unfair trade practices, and the strategic 

objective of revitalizing domestic manufacturing significantly influenced the adoption of protectionist 

trade measures by the Trump administration. The study concluded that the imposition of high tariffs on 

Chinese products resulted from several interrelated economic and strategic considerations, including the 

persistent U.S. trade deficit with China, concerns regarding technology transfer and intellectual property 

protection, perceptions of unfair trade practices, and efforts to strengthen domestic industrial 

competitiveness. The study recommended that the United States government should adopt a more 

balanced and cooperative approach to resolving trade disputes with China by prioritizing bilateral 

negotiations, strengthening international trade institutions, and implementing targeted measures against 

unfair trade practices rather than relying predominantly on broad tariff increases. 
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INTRODUCTION  

Globally, the trade relationship between the United States of America and China represents one of the 

most significant economic interactions in contemporary international political economy. Diplomatic 

normalization in 1979 laid the foundation for bilateral trade expansion, with total trade rising from 

approximately $4 billion to over $600 billion by 2017 (Bonni, 2019). This rapid growth reflects deep 

integration within global value chains, where China evolved from a producer of low-value, labor-

intensive goods to a leading exporter of capital- and technology-intensive products. At the global level, 

this interdependence has contributed to economic globalization but has also generated structural 

imbalances, particularly in trade deficits, technological competition, and financial linkages such as 

China’s holdings of U.S. Treasury securities (Bonni, 2019; Anjala & Ashima, 2019). 

From a global perspective, tensions intensified during the administration of Donald Trump, especially 

between 2019 and 2026, as protectionist policies reshaped international trade dynamics. The imposition 

of tariffs on nearly half of Chinese imports by the U.S., and retaliatory tariffs by China, marked a shift 

toward economic nationalism and strategic rivalry (Anjala & Ashima, 2019). This trade war has been 

widely interpreted not merely as a dispute over trade imbalances but as a broader contest for global 

economic dominance, technological leadership, and geopolitical influence (Larisa et al., 2020). 

Consequently, the U.S.–China trade conflict has raised concerns about the future of multilateral trade 

systems, global supply chain disruptions, and the sustainability of economic interdependence. 

In the American context, the United States remains the world’s leading economic and military power, 

accounting for a substantial share of global GDP and innovation output (Warwick, 2017). Its economy is 

characterized by advanced manufacturing, technological innovation, and dominance in global finance 

through the U.S. dollar as the primary reserve currency. However, persistent trade deficits with China 

have been a central policy concern, often attributed to alleged unfair trade practices, including intellectual 

property violations, state subsidies, and restricted market access (Bonni, 2019; Larisa et al., 2020). Under 

the Trump administration, these concerns translated into aggressive trade measures aimed at reducing 

dependence on Chinese imports, protecting domestic industries, and rebalancing trade relations. Despite 

these efforts, the interconnected nature of global supply chains limited the effectiveness of unilateral 

policies and imposed costs on American consumers and industries. 

Furthermore, the United States’ global influence extends beyond economics to military and cultural 

domains. With the largest defense expenditure globally and a strong international presence, the U.S. 

maintains strategic dominance, which shapes its approach to economic conflicts (Larisa, 2020). The 

intersection of economic and security interests has therefore played a crucial role in shaping U.S. trade 

policy toward China, particularly in areas such as technology transfer, cybersecurity, and strategic 

industries. These dynamics highlight that the trade war is not solely an economic issue but also a 

reflection of broader national security concerns. 

In contrast, China’s rise as a global economic power has been driven by decades of rapid industrialization 

and economic reforms initiated in the late 1970s (Francis, 2015). Currently the world’s second-largest 

economy, China has experienced sustained growth, though at a slower pace in recent years due to 

structural adjustments and external pressures, including the trade war with the United States. China’s 

economic model, characterized by strong state involvement, export-oriented industrialization, and 

strategic initiatives such as “Made in China 2025,” has enabled it to compete effectively in global markets 

while also attracting criticism from Western economies (Larisa et al., 2020). 

Therefore, the trade relations between the United States and China from 2019 to 2026 under the Trump 

administration reflect a complex interplay of cooperation and conflict. While both countries have 

benefited from economic interdependence, persistent structural imbalances and strategic competition have 

led to heightened tensions and protectionist measures. The resulting trade war has had significant 

implications for global economic stability, development patterns, and international relations. Therefore, 

this study seeks to examine the nature of the U.S.–China trade conflict and its impact on development, 

particularly in the context of shifting global economic power and the evolving dynamics of international 
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trade. The aim of this study is to focus on the trade war between the United States and China and it impact 

on development.  

Statement of the Problem 

The trade relations between the United States of America and China under the administration of Donald 

Trump (2019–2026) have been characterized by persistent tensions arising from structural imbalances and 

policy disagreements. One of the central problems is the widening trade deficit of the United States with 

China, driven by the rapid growth of Chinese exports relative to American exports. This imbalance has 

raised concerns among policymakers regarding domestic industrial decline, job losses, and 

overdependence on foreign manufacturing. Efforts by the Trump administration to address this challenge 

through tariff impositions and protectionist measures have not fully resolved the deficit, thereby 

questioning the effectiveness of unilateral trade policies in a highly interdependent global economy. 

Another major problem lies in the continued disputes over unfair trade practices, particularly in areas such 

as intellectual property rights protection, forced technology transfer, and state subsidies to Chinese 

enterprises. The United States has consistently accused China of engaging in nonreciprocal trade policies 

that disadvantage American firms, while China has resisted external pressure to significantly alter its 

state-driven economic model. These disagreements have escalated into retaliatory tariffs and restrictions, 

disrupting global supply chains and increasing costs for businesses and consumers in both countries. 

Consequently, the trade war has created uncertainty in international markets and undermined confidence 

in the multilateral trading system. 

Furthermore, the trade conflict reflects deeper strategic competition beyond economics, including 

concerns over technological dominance and global leadership. The United States perceives China’s rapid 

advancement in high-tech industries and initiatives such as industrial modernization as a direct challenge 

to its global supremacy. At the same time, China views U.S. trade restrictions as attempts to contain its 

rise and limit its access to critical technologies. This mutual suspicion has intensified geopolitical rivalry, 

complicating diplomatic relations and reducing opportunities for cooperation. Therefore, the persistence 

of these challenges highlights the need to critically examine the underlying causes and broader 

implications of the U.S.–China trade conflict on global development and stability. It is on the bases of this 

problem that this study will investigate United State-China trade relations and Trade Protectionism: A 

Study of Donald Trump Administration 2017-2025. 

Objectives of the Study 

The broad objective of this study is to assess United State-China trade relations and Trade Protectionism: 

A Study of Donald Trump Administration 2017-2025. The specific objectives are: 

i. To identify the factors that contributed to the imposition of high tariffs on Chinese imported 

products into the United States under President Donald Trump. 

ii. To examine the effectiveness of tax regimes and/or other fiscal policies in the American economy 

under President Donald Trump. 

Research Questions 

The following research questions were formulated to guide this study: 

i. What are the factors that contributed to the imposition of high tariffs on Chinese imported 

products into the United States under President Donald Trump? 

ii. How effective are the tax regimes and/or other fiscal policies in the American economy under 

President Donald Trump? 

 

LITERATURE REVIEW  

Trade Relations 

Trade relations refer to the economic interactions and exchange of goods, services, capital, and 

technologies between two or more countries under agreed policies, regulations, and international trade 

frameworks. These relations are usually guided by comparative advantage, economic diplomacy, and 

global trade agreements that facilitate cooperation among nations (Krugman, Obstfeld, & Melitz, 2018). 
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Trade relations form a central component of international political economy because they determine how 

countries benefit from globalization and interdependence. 

Trade relations are often influenced by national economic interests, political ideologies, and foreign 

policy objectives. Countries engage in trade relations to enhance economic growth, create employment 

opportunities, and improve access to goods and services that are not sufficiently produced domestically 

(Hillman, 2019). In this sense, trade relations are not only economic but also strategic tools used by states 

to advance national interests in the global system. 

In modern international trade, trade relations are structured through bilateral, multilateral, and regional 

agreements. Bilateral trade relations involve two countries, while multilateral trade relations involve 

multiple countries under organizations such as the World Trade Organization (WTO). These frameworks 

are designed to regulate trade practices, reduce tariffs, and promote fair competition among nations 

(WTO, 2020). 

Trade War  

In terms of language and terminology, trade is a fundamental economic concept that involves the buying 

and selling of goods and services between individuals, firms, or countries, where compensation is usually 

made by a buyer to a seller. It may also involve the exchange of goods or services without the use of 

money, a system commonly referred to as barter trade, or through digital means such as virtual currencies 

like Bitcoin. In modern economic analysis, trade is widely understood as the engine of economic 

interaction that facilitates specialization, resource allocation, and economic growth among participating 

actors (Krugman, Obstfeld, & Melitz, 2018). It is also central to international economics, where it 

explains how countries exchange goods and services to maximize comparative advantage. 

Trade can be viewed as a structured system of exchange that operates under formal and informal rules, 

including market regulations, trade agreements, and financial systems. According to economic theory, 

trade enables countries to obtain goods they cannot efficiently produce domestically while exporting 

those in which they hold a comparative advantage (Oatley, 2019). In this sense, trade is not merely a 

transaction but a coordinated system of economic interdependence that links national economies together 

within the global marketplace. 

In contrast, war has been conceptualized by Carl von Clausewitz in On War as “a duel on an extensive 

scale,” where each side seeks to compel the other to submit to its will through the use of physical force 

(Clausewitz, 1832/1976). Clausewitz further explains that war can be understood as a large-scale 

confrontation between opposing forces, similar to two wrestlers, each attempting to overpower the other. 

The primary objective of war is to disarm the enemy and render them incapable of resistance, thereby 

achieving political or strategic objectives through coercion and violence (Clausewitz, 1832/1976). 

Protectionism 
Protectionism refers to an economic policy in which a government restricts imports from other countries 

in order to protect domestic industries from foreign competition. This is usually achieved through 

instruments such as tariffs, quotas, subsidies, and import restrictions. According to Krugman, Obstfeld, 

and Melitz (2018), protectionism aims to give local industries a competitive advantage by making 

imported goods more expensive or less accessible in the domestic market. 

Protectionist policies are often implemented to safeguard infant industries, preserve employment, and 

reduce trade deficits. Governments may adopt these measures when they believe that foreign competition 

is harming domestic production or threatening key strategic sectors of the economy (Hillman, 2019). In 

this sense, protectionism is viewed as a defensive economic strategy intended to strengthen national 

industries. 

Historically, protectionism has been widely used during periods of economic crisis or industrial 

development. Many countries have relied on protectionist policies during early stages of industrialization 

to build strong domestic manufacturing sectors. However, such policies can also lead to inefficiencies if 

maintained for too long, as they may reduce competition and innovation (Oatley, 2019). 

One of the main tools of protectionism is the imposition of tariffs on imported goods. By increasing the 

cost of foreign products, tariffs encourage consumers to buy locally produced alternatives. While this may 
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benefit domestic producers, it can also lead to higher prices for consumers and reduced product variety in 

the market (World Trade Organization, 2020). 

Another key feature of protectionism is the use of import quotas, which limit the quantity of goods that 

can be imported into a country. Quotas are often used alongside tariffs to further restrict foreign 

competition and protect sensitive industries such as agriculture, manufacturing, or technology (Krugman 

et al., 2018). These measures can significantly alter international trade flows. 

Bilateral Trade  
Bilateral trade refers to the exchange of goods, services, and capital between two countries based on 

mutually agreed trade arrangements or agreements. It is one of the simplest forms of international trade, 

where two nations engage directly in economic transactions without necessarily involving multiple 

countries or multilateral institutions. According to Krugman, Obstfeld, and Melitz (2018), bilateral trade 

allows countries to specialize in the production of goods in which they have comparative advantage while 

importing those they produce less efficiently. 

Bilateral trade relationships are often governed by trade agreements that outline tariffs, quotas, investment 

rules, and dispute resolution mechanisms. These agreements are designed to promote economic 

cooperation, reduce trade barriers, and ensure fair exchange between the participating countries (Hillman, 

2019). Such arrangements are particularly important in strengthening diplomatic and economic ties 

between nations. 

One of the key features of bilateral trade is its flexibility, as it allows two countries to negotiate terms that 

suit their specific economic interests. Unlike multilateral trade agreements, bilateral arrangements are 

often easier to negotiate and implement because they involve fewer stakeholders and more focused 

objectives (Oatley, 2019). This makes bilateral trade a common strategy among countries seeking quick 

economic partnerships. 

 

The Nature of United State-China Trade Relations Under President Donald Trump Administration 
The nature of America–China trade relations under President Donald Trump’s administration is 

characterized by heightened economic rivalry, protectionist policies, and strategic decoupling tendencies. 

During this period, bilateral trade relations shifted from cooperative engagement to intense competition, 

largely driven by tariff escalations and policy confrontations aimed at addressing perceived trade 

imbalances between the two largest economies in the world (Huang, 2020). 

One of the defining features of this relationship was the emergence of a full-scale trade war, initiated 

through the imposition of tariffs on billions of dollars’ worth of Chinese imports. The United States 

adopted protectionist measures to reduce trade deficits and protect domestic industries, while China 

responded with retaliatory tariffs and countermeasures. This reciprocal action intensified economic 

tensions and disrupted established trade flows between both countries (Bown, 2021). 

The trade relationship was also shaped by rising populist economic nationalism in the United States. 

President Trump’s administration framed China as an unfair trading partner, using populist rhetoric to 

justify restrictive trade policies. This approach influenced public perception and political support for 

aggressive trade actions, thereby embedding populism within U.S. trade policy formulation (Skonieczny, 

2024). 

United State–China Trade Tensions  

The United States and China are the world’s leading powers in terms of the size of their economies, 

defense budgets, and global greenhouse gas emissions. Both nations are permanent members of the 

United Nations Security Council. In 2017, they were each other’s largest trading partners. This bilateral 

relationship is perceived by many to be the most consequential in the world. The global importance of the 

U.S. and Chinese economies, as measured by their nominal gross domestic product (GDP), can be 

illustrated in two ways that will also illuminate the challenges of the ongoing power transition: one 

involves the rise of the Chinese economy relative to the U.S. GDP; the other focuses on the concomitant 

shifts in globalization.  
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In 2000, China’s economy was barely a tenth of the U.S. GDP. But after China became a member of the 

World Trade Organization (WTO) in 2001, its export-led growth soared in the course of the 2000s, when 

its share of the U.S. economy more than tripled from 12 percent in 2000 to over 40 percent in 2010. The 

original Goldman Sachs estimate was that China would surpass the United States in the late 2020s; and 

that remains the case under Xi Jinping’s leadership, assuming current secular trend lines prevail. Yet there 

are two major caveats to the Goldman Sachs projections: the first involves international trade prospects 

amid rising U.S. protectionism; the second has to do with the impact of these trade actions on the 

consequent global prospects.  

After a year of threats, the Trump administration initiated a “tariff war” against China in March 2018. The 

measures became effective in early July 2018. What began with “national security reviews” on steel and 

aluminum soon extended to intellectual property rights and technology. Even worse, bilateral frictions 

with China are spreading to U.S. trade conflicts with other North American Free Trade Agreement 

(NAFTA) members, Europe, East Asia and practically the rest of the world. If the Trump administration 

continues moving away from the post-World War II trading regime, these bilateral frictions will broaden 

and multilateralize. And if a full scale trade war cannot be avoided, then the nascent tariff wars have 

potential to spread across industry sectors and geographic regions. In fact, since the first half of 2018, the 

International Monetary Fund (IMF) growth projections have already been revised down for Europe, 

Japan, the United Kingdom, Brazil and India, among other major economies. The most important is how 

well the Chinese economy will do amid growing trade tensions with the United States. China accounted 

for almost 50 percent of global growth and continues to constitute some 30 percent of global prospects 

today. In positive scenarios, such economic spillovers support global growth. In negative scenarios, such 

spillovers would penalize those growth prospects and the collateral damage would likely be the worst in 

emerging and developing economies. 

United State–China trade war and economic development in both countries  

There is no doubt that the United States economy is widely regarded as the largest and most influential 

economy in the world, and it remains the primary destination for foreign investors due to its large gross 

domestic product (GDP), advanced financial systems, and extensive consumer market (World Bank, 

2024). The strength of the U.S. economy is further supported by its reliance on a free-market system and 

competitive trade environment, which together enhance productivity and innovation, thereby maintaining 

its global economic dominance (Mankiw, 2019). 

The United States is also ranked as one of the world’s leading manufacturing nations, second only to 

China in terms of total output. Its manufacturing sector produces a wide range of goods, including refined 

petroleum products, light trucks, pharmaceuticals, aircraft, and automobiles. Manufacturing industries in 

the U.S. account for a significant proportion of private sector research and development (R&D) 

expenditure, estimated at about 77%, which strengthens technological advancement and industrial 

competitiveness (OECD, 2023). 

In addition, the United States is home to some of the world’s largest multinational technology companies, 

including Amazon, Apple, Facebook (Meta), and Microsoft, which dominate global digital innovation 

and services. The U.S. dollar also plays a central role in the global financial system as the primary reserve 

currency, reinforcing America’s influence in international trade and finance (Krugman, Obstfeld, & 

Melitz, 2018). This monetary dominance further strengthens the country’s position in the global economic 

order. 

The United States is also recognized as a leading agricultural power in both production and export. Its 

agricultural sector benefits from fertile land, advanced technology, and favorable climatic conditions. 

Major agricultural outputs include cattle, maize, wheat, barley, soybeans, cotton, peanuts, and tobacco. 

Additionally, sectors such as marine fishing and forestry contribute significantly to agricultural 

productivity and export earnings (USDA, 2022). 
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Theoretical Framework  

This study adopted game theory as its theoretical framework of analysis. Game Theory, as a theoretical 

framework, is commonly attributed to the pioneering work of John von Neumann and Oskar Morgenstern 

(1944) in their seminal book Theory of Games and Economic Behavior. The theory was later expanded by 

scholars such as John Nash, who introduced the concept of equilibrium, explaining how rational actors 

make decisions in strategic situations where outcomes depend on the choices of others. In the context of 

America–China trade relations under President Donald Trump (2019–2026), Game Theory provides a 

useful lens for analyzing tariff wars, retaliatory actions, and strategic bargaining between two major 

economic powers (Zhang & Chang, 2020). 

The central assumption of Game Theory is that actors are rational, self-interested, and make decisions 

aimed at maximizing their utility or national interest. It also assumes that each player is aware that their 

outcomes depend not only on their own decisions but also on the decisions of other players in the game 

(Nash, 1950). In the US–China trade context, both countries are assumed to act strategically by imposing 

tariffs, counter-tariffs, and negotiating trade agreements to maximize economic and political gains while 

minimizing losses (Bown, 2021). 

Another key assumption is that players have limited but sufficient information about the strategies 

available to their opponents, allowing them to anticipate reactions and adjust their policies accordingly. 

This is reflected in the trade war dynamics where both the United States and China continuously adjusted 

tariff levels and trade restrictions in response to each other’s actions, creating a cycle of strategic 

retaliation (Amiti, Redding, & Weinstein, 2019). 

Critics of Game Theory argue that it oversimplifies complex international relations by assuming perfect 

rationality and ignoring non-economic factors such as ideology, domestic politics, and institutional 

constraints. Scholars like Skonieczny (2024) argue that in the Trump-era trade war, populist rhetoric and 

political motivations significantly influenced policy decisions, suggesting that actors may not always 

behave as fully rational utility maximizers as assumed in Game Theory. 

Game Theory provides a valuable framework for understanding the strategic interaction between the 

United States and China in trade relations under President Trump. However, its assumptions of rationality 

and symmetry limit its ability to fully capture the political, ideological, and institutional complexities of 

real-world trade conflicts. Therefore, while useful for modeling behavior, it should be complemented with 

political economy and institutional theories for a more comprehensive analysis. 

 

METHODOLOGY 

This study adopted a descriptive research design to examine America–China trade relations under the 

administration of President Donald Trump (2019–2026). The descriptive research design was considered 

appropriate because it enabled the systematic description and interpretation of existing conditions, events, 

and relationships without manipulating any of the variables involved. It focused on providing an accurate 

and factual account of trade policies, tariff structures, economic interactions, and policy responses 

between the United States and China during the period under review. 

The sources of data for this study were primarily secondary in nature. This was because the study adopted 

a descriptive research design, which relied on existing information to describe and analyze phenomena 

without manipulating variables. The secondary sources included textbooks, journal articles, official 

government publications, policy documents, trade reports, and international economic databases related to 

United States–China trade relations under President Donald Trump (2019–2026). Key institutions such as 

the World Trade Organization (WTO), International Monetary Fund (IMF), World Bank, United States 

Trade Representative (USTR), and China's Ministry of Commerce served as major sources of reliable 

data. 

The method of data collection for this study was based on documentary analysis, which involved the 

systematic gathering, reviewing, and interpretation of existing written materials relevant to United States–

China trade relations under President Donald Trump (2017–2025). This method was considered 

appropriate for a descriptive research design because it enabled the researcher to obtain reliable 

Dinsheya et al.  ..…..Int. J. Innovative Devept & Policy Studies 14 (3):204-220, 2026 

 



211 

 

information from already existing sources without direct manipulation of variables or field 

experimentation. 

Data were collected through a careful review of secondary sources such as textbooks, academic journals, 

policy papers, government publications, trade reports, and official economic statistics. Key institutions 

such as the World Trade Organization (WTO), International Monetary Fund (IMF), World Bank, United 

States Trade Representative (USTR), and China's Ministry of Commerce provided essential documents 

and trade-related data for the study. 

The method of data analysis for this study was based on a textual (qualitative content) analysis approach, 

which was used to systematically examine and interpret documentary data on America–China trade 

relations under President Donald Trump (2019–2026). This method was appropriate because the study 

relied on secondary data such as policy documents, trade reports, journal articles, and official 

publications, which required interpretation rather than statistical testing. 

The analysis involved a careful reading and interpretation of collected documents to identify key themes, 

patterns, and meanings related to trade relations between the United States and China. These themes 

included tariff policies, trade disputes, economic impacts, protectionist measures, and bilateral 

negotiations during the period under review. The textual approach allowed the researcher to understand 

the context and implications of trade policies rather than focusing only on numerical outcomes. 

 

DATA PRESENTATION AND ANALYSIS 

The factors that contributed to the imposition of high tariffs on Chinese imported products into the 

United States under President Donald Trump. 

The imposition of high tariffs on Chinese imports by President Donald Trump from 2018 onward was 

driven by a combination of structural economic imbalances, national security concerns, intellectual 

property disputes, and political-economic strategies aimed at reshaping U.S. trade policy. These factors 

operated within a broader environment of widening U.S. trade deficits and concerns over China’s rapid 

industrial rise. Collectively, they formed the foundation of what became a prolonged trade conflict 

between the two economies (U.S. Trade Representative, 2018; Encyclopædia Britannica, 2025). 

A primary factor was the persistent and widening U.S. trade deficit with China, which Trump framed as 

evidence of “unfair” trade relations. By 2018, the U.S. goods trade deficit with China had reached 

approximately $419 billion, accounting for nearly 47% of the total U.S. goods trade deficit (U.S. Trade 

Representative, 2018). This imbalance was viewed as damaging to domestic manufacturing capacity and 

employment. Earlier, the overall U.S. trade deficit had peaked at about $752 billion in 2016, reinforcing 

concerns about long-term structural weaknesses in U.S. industrial competitiveness (Brookings Institution, 

2018). The administration argued that such persistent deficits reflected asymmetric trade rules and 

justified corrective tariff interventions. 

A second major factor was the allegation of unfair trade practices by China, particularly intellectual 

property (IP) theft and forced technology transfer. The U.S. Trade Representative’s Section 301 

investigation estimated that China’s IP-related practices cost the U.S. economy between $225 billion and 

$600 billion annually in lost revenue and innovation value (USTR, 2018). These claims provided the 

legal justification for tariffs imposed under Section 301 of the Trade Act of 1974. The administration 

argued that American firms were often required to transfer sensitive technology as a condition for market 

access, thereby distorting competition and weakening U.S. innovation leadership in high-value sectors. 

A third contributing factor was concern over China’s state-led industrial strategy, especially the “Made in 

China 2025” initiative. This policy aimed to dominate advanced manufacturing sectors such as robotics, 

aerospace, and artificial intelligence, supported by state investment estimated at over $300 billion 

(Encyclopædia Britannica, 2025). U.S. policymakers interpreted this strategy as an attempt to displace 

American firms in global value chains. In response, tariffs were imposed on approximately $50 billion 

worth of Chinese imports in 2018, largely targeting intermediate goods and high-tech components 

linked to China’s industrial upgrading agenda (USTR, 2018). 
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Table 1 Factors Contributing to U.S. High Tariffs on Chinese Imports (2017–2025) 

Year Key Factor Empirical Evidence (USD, %, 

Index) 

Policy Interpretation / Tariff 

Justification 

2017 Baseline trade imbalance U.S. average tariff on China: ~3.1%; 

trade deficit beginning to exceed 

$375B–$419B 

Pre-trade war conditions showing large 

structural imbalance 

2018 Trade deficit peak 

pressure 

U.S.–China goods deficit reached 

$419 billion (47% of total U.S. 

deficit) 

Framed as “unfair trade imbalance” 

requiring correction 

2018 Section 301 tariffs 

introduced 

Tariffs applied on $34B + $16B + 

$200B = ~$250B–$370B Chinese 

imports 

Response to alleged unfair trade 

practices 

2018 Intellectual Property (IP) 

theft 

Estimated annual loss: $225B–$600B 

per year to U.S. economy 

Justification for legal action under 

Section 301 

2018 Industrial policy concern China’s “Made in China 2025” 

supported by >$300B state 

investment 

Fear of China dominating high-tech 

sectors (AI, robotics, aerospace) 

2019 Tariff escalation Tariffs increased to 25% on $250B 

goods 

Intensification of trade war due to 

limited Chinese concessions 

2019 Retaliation impact begins China imposed tariffs on $110B U.S. 

exports 

Triggered escalation cycle and 

protectionist reinforcement 

2020 Trade agreement 

instability 

“Phase One” deal required China to 

purchase $200B additional U.S. 

goods 

Failure to fully implement 

commitments reinforced tariff 

retention 

2020 Pandemic disruption Global trade contraction; U.S. imports 

from China temporarily fell by ~10–

15% 

Supply chain risk highlighted 

dependence on China 

2021 Tariff burden on U.S. 

firms 

U.S. consumers paid ~$48B in tariff 

costs 

Evidence tariffs were absorbed 

domestically, reinforcing policy debate 

2022 Persistent tariff retention Average tariff on Chinese goods: 

~19% (up from 3%) 

Indicates long-term institutionalization 

of trade restrictions 

2023 Structural trade shift China still supplied ~16–18% of U.S. 

imports but share declining 

Tariffs contributed to supply chain 

diversification 

2024 New tariff expansion U.S. trade deficit with China: $295B; 

tariffs expanded to strategic sectors 

(up to 100% EV tariffs) 

Shift toward industrial policy and 

national security framing 

2024 Manufacturing dominance 

shift 

China accounts for ~28% of global 

manufacturing vs ~16% U.S. 

Geopolitical competition for industrial 

leadership 

2025 Tariff escalation peak Average U.S. tariff on China increased 

to ~49–164% in some categories 

Aggressive protectionist escalation 

under revised trade enforcement 

2025 Strategic decoupling trend Continued reduction in dependency on 

Chinese inputs in electronics & 

machinery 

Structural economic decoupling 

reinforced tariff regime 

(USTR, 2018; CFR, 2024; Congress.gov, 2025; Reuters, 2025; World Bank, 2025; Ballast Markets, 2025) 

 

The data presented in the table shows a clear evolution of U.S. tariff policy toward China from 2017 to 

2025, shifting from initial concern over trade imbalance to a broader strategy of economic decoupling and 

geopolitical competition. Each year reflects a distinct but interconnected justification that cumulatively 

explains why tariffs on Chinese imports intensified under the Trump administration and continued in 

subsequent policy direction. 
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In 2017, the U.S. entered the trade conflict period already facing a significant structural imbalance, with 

average tariffs on Chinese goods at about 3.1% and a growing trade deficit ranging between $375 billion 

and $419 billion. This period was characterized by pre-conflict conditions where policymakers 

increasingly viewed globalization outcomes as unfavorable to domestic manufacturing. The relatively low 

tariff level contrasted sharply with rising imports, creating political and economic pressure for 

intervention. 

By 2018, tensions escalated sharply as the U.S.–China trade deficit reached $419 billion, representing 

about 47% of the total U.S. trade deficit. This was a turning point where the imbalance was officially 

framed as “unfair trade,” providing justification for aggressive policy action. In the same year, the U.S. 

introduced Section 301 tariffs covering approximately $250–$370 billion worth of Chinese imports, 

marking the formal beginning of the trade war. The policy response was not only economic but also legal, 

rooted in claims of unfair trade practices and asymmetrical market access. 

Also in 2018, intellectual property theft and forced technology transfer became central justifications for 

tariffs. The estimated economic loss to the U.S. ranged between $225 billion and $600 billion annually, 

representing a substantial perceived drain on innovation and competitiveness. At the same time, China’s 

industrial strategy under “Made in China 2025,” supported by more than $300 billion in state investment, 

intensified fears that China would dominate high-tech industries such as artificial intelligence, robotics, 

and aerospace. These concerns shifted tariffs from purely trade correction tools to instruments of 

technological containment. 

In 2019, the trade war escalated further with tariffs rising to 25% on $250 billion worth of goods, 

reflecting limited Chinese policy concessions. China’s retaliation, which targeted approximately $110 

billion in U.S. exports, marked a transition into a reciprocal tariff conflict. This retaliation particularly 

affected politically sensitive sectors such as agriculture, reinforcing domestic pressure within the United 

States and strengthening the justification for continued tariff enforcement. 

During 2020, the “Phase One” trade agreement attempted to stabilize relations by requiring China to 

purchase an additional $200 billion in U.S. goods, but implementation gaps weakened its effectiveness. 

At the same time, the COVID-19 pandemic caused a global trade contraction, with U.S. imports from 

China falling by about 10–15%, exposing vulnerabilities in global supply chains. These developments 

reinforced the perception that reliance on China posed economic and strategic risks. 

In 2021–2023, the effects of tariffs became structurally embedded in the U.S. economy. U.S. consumers 

and firms absorbed approximately $48 billion in tariff-related costs, demonstrating that domestic actors 

bore a significant share of the burden. By 2022, the average tariff on Chinese goods had risen to about 

19%, compared to 3% in 2017, indicating long-term institutionalization of protectionist policy. 

Meanwhile, China’s share of U.S. imports declined to around 16–18% by 2023, showing gradual supply 

chain diversification away from China. 

Finally, in 2024–2025, tariff policy shifted toward explicit industrial strategy and geopolitical 

competition. The U.S. trade deficit with China remained high at approximately $295 billion in 2024, but 

tariffs expanded into strategic sectors such as electric vehicles, reaching rates as high as 100% in some 

categories. China’s dominance in global manufacturing—about 28% compared to 16% for the United 

States—intensified concerns over industrial leadership. By 2025, average tariffs on certain Chinese 

imports escalated dramatically to between 49% and 164%, reflecting a deepening strategy of economic 

decoupling rather than temporary trade correction. 

The effectiveness of tax regimes and/or other fiscal policies in the American economy under 

President Donald Trump. 
The effectiveness of tax regimes and fiscal policies in the American economy under President Donald 

Trump (2017–2021, with lasting effects beyond) is largely assessed through the Tax Cuts and Jobs Act 

(TCJA) of 2017, alongside complementary fiscal measures such as increased federal spending and tariff-

related revenue policies. The TCJA represented one of the most significant tax reforms in U.S. history, 

reducing the federal corporate tax rate from 35% to 21% and temporarily lowering individual tax rates 

across brackets. These reforms aimed to stimulate investment, job creation, and GDP growth, while also 
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reshaping revenue distribution and fiscal balance in the U.S. economy (Tax Policy Center, 2018; OECD, 

2020). 

One of the key measurable outcomes of the tax reform was its impact on federal revenue. In fiscal year 

2017, federal revenue stood at approximately $3.32 trillion, but after the implementation of the TCJA, 

revenue dropped relative to GDP, with corporate tax receipts declining from $297 billion in 2017 to 

about $230 billion in 2018, a fall of over 22% (U.S. Congressional Budget Office [CBO], 2020). 

Overall, the U.S. federal budget deficit increased from $665 billion in 2017 to $984 billion in 2019, 

representing a 48% increase, partly attributed to reduced tax intake combined with rising expenditures 

(CBO, 2020). This raised concerns about long-term fiscal sustainability despite short-term stimulus 

effects. 

From an investment perspective, the tax cuts initially contributed to a rise in corporate profitability and 

share buybacks rather than long-term capital investment. U.S. corporate stock buybacks reached a record 

$806 billion in 2018, an increase of about 55% compared to 2017 levels (Securities Industry and 

Financial Markets Association [SIFMA], 2019). While business investment grew by approximately 5.5% 

in 2018, this momentum slowed significantly in 2019 to below 2% growth, indicating that the tax 

incentives had a limited sustained impact on productive investment (OECD, 2020). This suggests that 

while liquidity increased, it was not fully translated into long-term productive capacity expansion. 

In terms of economic growth, the U.S. GDP expanded by 2.9% in 2018, compared to 2.3% in 2017, 

reflecting a modest short-term boost following tax cuts (World Bank, 2025). However, growth slowed to 

2.2% in 2019 and contracted sharply in 2020 due to the COVID-19 pandemic. Economists generally 

argue that while the tax cuts contributed to short-term demand stimulation, they did not significantly alter 

the long-term growth trajectory, which remained consistent with pre-existing trends of moderate 

expansion in advanced economies (IMF, 2021). 

On the labor market side, unemployment declined to a historic low of 3.5% in late 2019, down from 

4.7% in 2016, suggesting improved labor market conditions during the Trump tax regime period (U.S. 

Bureau of Labor Statistics, 2020). However, research indicates that job growth trends were already strong 

prior to the reforms, and the marginal effect of tax cuts on employment was limited. Wage growth 

averaged around 3.0% in 2019, slightly above inflation, but did not show a sustained acceleration 

attributable solely to tax policy (OECD, 2020). 

Fiscal policy under Trump also included increased public spending, particularly on defense and 

infrastructure-related allocations, which compounded the effects of tax cuts on the deficit. Federal 

spending rose from $4.1 trillion in 2017 to $4.4 trillion in 2019, an increase of about 7%, further 

widening fiscal imbalance (CBO, 2020). Additionally, tariff revenues from the U.S.–China trade war 

generated approximately $72 billion annually by 2019, partially offsetting revenue losses but 

representing a small fraction of total federal receipts (U.S. International Trade Commission, 2020). These 

tariffs functioned as an indirect fiscal tool, shifting tax burdens toward imported goods. 

Inflationary effects of the tax regime remained relatively subdued, averaging around 2.4% in 2018–2019, 

indicating that fiscal expansion did not immediately generate overheating in the economy (World Bank, 

2025). However, critics argue that rising deficits exceeding $1 trillion by 2020 created structural 

vulnerabilities that were later amplified by pandemic-related spending. Public debt increased from $20.2 

trillion in 2017 to over $27 trillion in 2020, a rise of approximately 33%, raising long-term concerns 

about fiscal sustainability (U.S. Treasury, 2021). 
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Table 2: Effectiveness of U.S. Tax Regimes and Fiscal Policies under President Donald Trump 

(2017–2025) 

Year Fiscal Policy / Tax 

Regime Factor 

Empirical Evidence (USD, %, Index) Effectiveness Interpretation 

2017 Tax Cuts and Jobs Act 

(TCJA) enacted 

Corporate tax reduced from 35% → 

21%; revenues ~16.3% of GDP 

Immediate stimulus expected; early-stage 

fiscal expansion 

2018 Corporate tax revenue 

decline 

Corporate receipts fell from $297B → 

$230B (-22%) 

Reduced tax burden boosted liquidity but 

lowered federal revenue base 

2018 GDP growth response GDP grew 2.9% (up from 2.3% in 

2017) 

Short-term growth improvement from fiscal 

stimulus 

2018 Fiscal deficit expansion Deficit increased to $779B–$804B 

(~4.2% of GDP) 

Expansionary fiscal policy increased 

borrowing needs 

2018–

2019 

Corporate behavior 

response 

Stock buybacks reached $806B (2018) Gains skewed toward shareholders rather 

than productive investment 

2019 Continued tax-driven 

expansion 

Business investment growth slowed to 

<2% 

Weak transmission of tax cuts into long-

term productivity 

2019 Deficit escalation Federal deficit reached $984B (48% 

increase from 2017) 

Tax cuts + spending expansion weakened 

fiscal balance 

2020 Pandemic fiscal shock 

+ tax structure 

GDP contraction -3.4%, deficit 

exceeded $3.1T (COVID fiscal 

response) 

Fiscal policy effectiveness distorted by 

external shock 

2020 Debt expansion Federal debt rose from $20.2T (2017) 

→ $27T (2020) 

Long-term fiscal sustainability weakened 

2021 Post-TCJA lag effects Household income growth slowed; 

revenue ~16.5% of GDP 

Tax cuts continued suppressing revenue 

base 

2021 Tariff revenue offset Tariff revenue ~$70B annually Partial compensation for tax revenue loss 

2022 Peak revenue distortion Individual income tax receipts peaked at 

10.3% of GDP 

Temporary revenue spike due to capital 

gains, not structural tax efficiency 

2022 Structural fiscal 

imbalance 

Deficit remained above $1.3T–$1.4T 

range 

Tax cuts not sufficient to reduce long-term 

deficits 

2023 Revenue normalization Income tax receipts fell to 7.9% of 

GDP 

Indicates weakening long-term fiscal 

efficiency 

2023 Import dependency 

shift 

U.S. import share from China fell to 

~16–18% 

Tariffs indirectly reshaped fiscal/trade 

structure 

2024 Rising deficit trend Deficit reached $1.6T–$1.8T (5.6%–

6.1% of GDP) 

Fiscal imbalance persisted despite tax 

stabilization 

2024 Industrial tax expansion EV tariffs up to 100% Shift from revenue policy to industrial 

protection 

2024 Debt accumulation Debt-to-GDP exceeded ~116% Long-term fiscal sustainability concern 

intensified 

2025 Revenue stabilization Individual tax receipts ~$2.7T (8.7% of 

GDP) 

Partial recovery but below pre-TCJA 

efficiency levels 

2025 Long-run deficit 

projection 

Deficit projected $1.9T; rising to 

$2.6T+ long-term 

Structural fiscal weakness remains 

embedded 

2025 Tariff fiscal effect Tariffs projected to reduce deficit by 

$2.8T over 10 years (if maintained) 

Tariffs act as indirect fiscal tool but reduce 

economic efficiency 

Source: (OECD  2020; USITC, 2021; CBPP, 2021; World Bank, 2025; CBO, 2020; CBO, 2025;) 
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The fiscal and tax policy outcomes in the United States from 2017 to 2025 under the Trump-era Tax Cuts 

and Jobs Act (TCJA) and related fiscal measures reveal a complex pattern of short-term stimulation 

followed by long-term structural fiscal imbalance. In 2017, the enactment of the TCJA marked a major 

shift in U.S. fiscal policy, reducing the corporate tax rate from 35% to 21% and lowering overall federal 

revenue to about 16.3% of GDP. This policy was designed to stimulate investment and economic activity 

through supply-side incentives. The immediate interpretation was that the economy was entering an 

expansionary fiscal phase aimed at boosting competitiveness and capital formation (CBO, 2018; OECD, 

2020). 

By 2018, the early effects of the tax reform became more visible. Corporate tax revenues declined sharply 

from $297 billion to $230 billion, representing a 22% drop, which significantly reduced federal income 

capacity. While this reduction increased corporate liquidity and disposable capital, it also weakened the 

federal revenue base. Despite this, GDP growth improved to 2.9%, indicating that the tax cuts contributed 

to short-term economic expansion. However, the federal deficit simultaneously widened to approximately 

$779–$804 billion (about 4.2% of GDP), reflecting the cost of expansionary fiscal policy and increased 

borrowing requirements (CBO, 2020; World Bank, 2025). 

In the same 2018–2019 period, corporate responses to tax reductions revealed important structural effects. 

Instead of translating fully into productive investment, firms prioritized shareholder returns, with stock 

buybacks reaching a record $806 billion in 2018. This indicates that fiscal incentives were partly absorbed 

into financial markets rather than real economic expansion. By 2019, business investment growth slowed 

to below 2%, showing weak transmission of tax cuts into long-term productive capacity. At the same 

time, the federal deficit increased further to $984 billion, a 48% rise compared to 2017, confirming that 

fiscal expansion was not self-financing (OECD, 2020). 

The fiscal environment in 2020 was heavily disrupted by the COVID-19 pandemic, which distorted the 

evaluation of tax policy effectiveness. The economy contracted by -3.4%, while emergency fiscal 

spending pushed the federal deficit above $3.1 trillion, the highest recorded level in modern U.S. history. 

At the same time, federal debt increased dramatically from $20.2 trillion in 2017 to $27 trillion in 2020, a 

rise of approximately 33%. Although this debt increase cannot be attributed solely to tax cuts, the reduced 

revenue base from TCJA contributed to reduced fiscal flexibility during the crisis (IMF, 2021; U.S. 

Treasury, 2021). 

In 2021, post-pandemic fiscal adjustments revealed lingering effects of the TCJA. Federal revenue 

remained relatively weak at around 16.5% of GDP, suggesting that the tax cuts had permanently lowered 

the revenue-to-GDP ratio compared to historical averages. Although tariff revenues generated 

approximately $70 billion annually, this only partially offset the revenue shortfall created by reduced 

corporate taxation. This period reflects a structural fiscal adjustment where trade policy began to 

complement tax policy as a revenue-supporting mechanism rather than purely a trade tool (USITC, 2021). 

By 2022–2023, fiscal indicators showed mixed and unstable outcomes. In 2022, individual income tax 

receipts temporarily peaked at 10.3% of GDP, largely due to capital gains volatility rather than structural 

tax efficiency. However, deficits remained persistently high at $1.3–$1.4 trillion, indicating that tax 

reforms had not resolved long-term fiscal imbalance. In 2023, income tax receipts fell to 7.9% of GDP, 

signaling weakening fiscal efficiency and normalization of post-tax-cut revenue constraints. During the 

same period, U.S. import dependency on China declined to about 16–18%, reflecting the indirect 

influence of tariffs on trade restructuring (CBO, 2025; World Bank, 2025). 

Finally, in 2024–2025, the fiscal outlook highlights persistent structural challenges. The federal deficit 

expanded further to between $1.6 trillion and $1.8 trillion (5.6%–6.1% of GDP) in 2024, while debt-to-

GDP levels exceeded approximately 116%, indicating long-term fiscal stress. By 2025, federal revenue 

showed partial stabilization at about $2.7 trillion (8.7% of GDP), but this remained below pre-TCJA 

efficiency levels. Long-term projections suggest deficits could rise to $1.9 trillion and potentially exceed 

$2.6 trillion, demonstrating persistent structural weakness. At the same time, tariffs were projected to 

reduce deficits by about $2.8 trillion over a decade, although this came with efficiency losses and trade 

distortions, signaling a shift toward using tariffs as an indirect fiscal instrument (CBO, 2025; IMF, 2021). 
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DISCUSSION OF FINDINGS  

From the perspective of Game Theory, the imposition of high tariffs on Chinese imports by the United 

States can be understood as a strategic decision arising from the interaction of two major economic 

powers whose actions and reactions affect each other. Game Theory assumes that states are rational actors 

that make strategic choices after considering the likely responses of other actors. The persistent U.S.–

China trade imbalance was therefore not simply an economic problem but part of a strategic interaction in 

which the United States sought to alter China's behaviour through increased economic costs. In 2017, the 

United States recorded a merchandise trade deficit with China exceeding $375 billion, which the Trump 

administration regarded as evidence of an unequal trading relationship. Beginning in 2018, the United 

States consequently imposed tariffs ranging from 10% to 25% on approximately $370 billion worth of 

Chinese imports. From a game-theoretical perspective, the tariffs represented a strategic move intended to 

change China's payoff structure by making continued trade practices more costly and encouraging China 

to negotiate. Amiti, Redding, and Weinstein (2019) found that the trade imbalance narrative played an 

important role in shaping U.S. tariff policy, while Bown (2021) demonstrated that the tariffs formed part 

of a broader strategic confrontation between the two economies. 

A second strategic consideration involved U.S. allegations concerning intellectual property rights, forced 

technology transfer and China's industrial policies. The U.S. Section 301 investigation concluded that 

Chinese policies and practices placed pressure on American firms to transfer technology and intellectual 

property to Chinese entities. Within Game Theory, these concerns can be interpreted as a non-cooperative 

game, where each country seeks to maximise its own technological and economic advantage. The United 

States used tariffs as a form of strategic pressure intended to change China's incentives and encourage 

reforms in its trade and technology policies. Autor et al. (2020) and Bown and Irwin (2019) noted that 

technology transfer, intellectual property concerns and China's industrial strategy were central to the U.S. 

trade confrontation with China. Thus, the tariff decision reflected an attempt by the United States to alter 

the strategic behaviour of China rather than merely restrict imports. 

The cornerstone of Donald Trump’s fiscal policy was the Tax Cuts and Jobs Act (TCJA) of 2017, 

which reduced the U.S. federal corporate income tax rate from 35% to 21%. The administration presented 

the tax reduction as a strategic policy intended to improve incentives for investment, increase 

productivity, attract capital and stimulate economic growth. From the perspective of Game Theory, fiscal 

policy can be understood as a strategic interaction among government, businesses, households and 

investors, in which each actor makes decisions based on expected gains and the anticipated behaviour of 

other actors. The government reduced corporate taxation with the expectation that corporations would 

respond by increasing investment, expanding production and creating employment, thereby generating 

broader economic benefits. Following implementation, U.S. real GDP growth increased from about 2.3% 

in 2017 to 2.9% in 2018, while unemployment subsequently reached 3.5% in 2019. However, the 

outcome also demonstrates the uncertainty inherent in strategic policy-making because firms did not 

uniformly channel their tax savings into productive investment. Thus, while the government sought a 

cooperative outcome in which tax reductions would generate investment and growth, corporate actors 

retained the strategic choice of directing additional resources toward investment, dividends or share 

repurchases (Congressional Budget Office [CBO], 2019; Tax Foundation, 2024). 

The reduction in corporate taxation increased after-tax profits and altered the incentives facing American 

businesses. From a Game Theory perspective, the government effectively changed the payoff structure 

confronting firms: investment in productive capacity became relatively more attractive because firms 

could retain a larger proportion of their earnings. Corporations, however, independently evaluated 

alternative strategies, including capital expenditure, mergers and acquisitions, dividend payments and 

stock repurchases. The resulting behaviour illustrates a strategic relationship in which government policy 

does not completely determine private-sector outcomes. Although some evidence indicates that the TCJA 

stimulated investment, other research found that a considerable proportion of corporate tax savings was 

distributed to shareholders rather than converted into substantial long-term productive investment. This 

suggests that the government's expected payoff from the policy—higher investment, productivity and 

Dinsheya et al.  ..…..Int. J. Innovative Devept & Policy Studies 14 (3):204-220, 2026 

 



218 

 

economic growth—was partly dependent on decisions made by private firms. The policy therefore 

produced a mixed strategic equilibrium in which businesses benefited substantially from lower taxation 

while the broader economy received more limited long-term investment effects than policymakers 

anticipated (Congressional Research Service [CRS], 2019; Tax Foundation, 2024). 

 

CONCLUSIONS 
The study concludes that several interrelated factors contributed to the imposition of high tariffs on 

Chinese imported products into the United States under President Donald Trump. These include persistent 

U.S. trade deficits with China, allegations of intellectual property theft, concerns over unfair trade 

practices, and the strategic goal of reviving domestic manufacturing capacity. Additionally, geopolitical 

rivalry and the pursuit of economic nationalism under the “America First” policy framework significantly 

shaped the decision to adopt aggressive protectionist measures. The application of Game Theory further 

explains that these tariff decisions were part of a strategic bargaining approach aimed at forcing China 

into more favorable trade negotiations, rather than solely addressing economic imbalances. 

The study further concludes that the effectiveness of tax regimes and fiscal policies under President 

Trump was mixed. While policies such as the Tax Cuts and Jobs Act stimulated short-term economic 

growth, increased corporate investment, and boosted stock market performance, they also resulted in 

rising fiscal deficits and limited long-term improvements in income distribution and wage growth. The 

evidence suggests that although fiscal expansion supported economic activity in the short run, it was not 

sufficiently sustainable to ensure balanced long-term development. Therefore, the overall effectiveness of 

the fiscal policies was constrained by structural inequalities and growing concerns over public debt 

accumulation. 

 

RECOMMENDATIONS 
i. The United States government should adopt a more balanced and collaborative approach to 

addressing trade disputes with China by emphasizing bilateral negotiations, strengthening 

international trade institutions, and implementing targeted measures against unfair trade practices 

rather than relying heavily on broad tariff increases. Policies aimed at reducing trade imbalances 

should also prioritize improving domestic competitiveness through investments in innovation, 

workforce development, and industrial modernization. 

ii. Fiscal policymakers should design tax regimes and other economic policies that promote 

sustainable and inclusive economic growth. Future tax reforms should balance incentives for 

business investment with measures that ensure fiscal responsibility, equitable income distribution, 

and long-term revenue generation. Additionally, fiscal policies should be accompanied by strategic 

investments in infrastructure, education, and technological advancement to enhance productivity 

and economic resilience. 
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