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Abstract

Both before and during his presidency Donald Trump held fiercely negative views of
America’s global rivals and economic competitors. Trump became ever more critical
of China and the European Union (EU), including not least Germany, Europe’s lead-
ing economy. While at times Trump was willing to cooperate with China to contain
North Korea, since late 2017/early 2018 he did not hesitate to impose increasingly
larger tariffs and unleash a trade war with Beijing while also moving into the same
direction toward Europe. This essay examines Trump’s motives and procedures,
considers the internal discussions within his administration and analyzes the reac-
tion of both China and the EU Commission. Trump brought transatlantic relations
to near breaking point. He incentivized China to embark on a “charm offensive”
toward the EU and caused a reluctant EU to move closer to China. At present, how-
ever, the EU countries still believe that it is in their interests to uphold the transatlan-
tic relationship and their position as America’s most reliable allies. Due to Trump’s
lack of interest in Europe, this stance, however, threatens to become the view of a
minority among the EU countries.

Keywords Trump - European Union - Germany - China trade war - Tariffs - North
Korea - South China Sea - Exports - Xi Jinping - Angela Merkel - Jean Claude
Junker

“Make America great again” was the simple but rather successful slogan which both
Ronald Reagan and Donald Trump used for their election campaigns and subsequent
appeals to American nationalism to obtain electoral approval for their policies.' Per-
haps Reagan and Trump share another important characteristic. Ronald Reagan, it is
often claimed, only ever had one major foreign policy objective. He was convinced
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that the Soviet Union’s dominance of Eastern Europe did not need to be permanent,
as Nixon and Kissinger believed, but could be overcome. There is evidence that
Donald Trump has a similar one-track mind regarding America’s standing in the
world. For Trump, however, the focus of his attention was not Moscow but Bei-
jing. Long before becoming President in January 2017 Donald Trump repeatedly
expressed his belief that China needed to be constrained and pushed back as it had
become a serious challenger to America’s economic and geopolitical primacy in the
contemporary world. Trump viewed the rivalry with China the same way he tended
to view competitors in the business world: you either lose or win. Achieving a win—
win situation, he was convinced, was hardly ever possible. After all, as two CNBC
reporters put it, Trump has a “fiercely competitive view of international relations.”?

Trump chose his cabinet and economic advisers as well as his China experts
according to who shared his deeply held views regarding Beijing’s global aspira-
tions and economic rivalry. Not surprisingly, his administration was full of China
hawks such as senior economic adviser Peter Navarro, Commerce Secretary Wilbur
Ross and, most importantly, Trade Representative Robert Lighthizer. But also, the
senior director responsible for China on the National Security Council, Matthew
Pottinger, could be regarded as a China hawk, though perhaps a somewhat more
moderate one. Many of these hawks found their reasoning confirmed by Michael
Pillsbury’s controversial 2015 book The Hundred Year Marathon about China’s
long-term geopolitical strategy to take over global leadership from the USA. And
one of Peter Navarro’s own books on the perils of global trade was entitled Death by
China (2011).> Not surprisingly, all of Trump’s China advisers therefore shared the
President’s conviction that an unrelenting and much more hard-nosed policy toward
Beijing was required, if the USA wished to maintain its global economic, techno-
logical and also geopolitical primacy. Although it was hardly ever clearly expressed,
the Trump administration wished to go well beyond constraining China’s economic
ambitions. Instead Trump began to pursue the permanent containment of China to
ensure that Beijing and its autocratic leaders would remain secondary to the USA in
global economic, political and military terms.

In the spring of 2019 Steve Bannon, Trump’s former strategic adviser, expressed
Washington’s objective regarding China rather unambiguously when he declared,
“I think ultimate success is regime change.”* Bannon outlined that the goal was
“quite simply...to break the back of this totalitarian mercantilist economic society.”
Already a couple of years earlier he had explained: “China’s everything. Nothing
else matters. We don’t get China right, we don’t get anything right. This whole thing
is very simple. China is where Nazi Germany was in 1929-1930. The Chinese, like
the Germans, are the most rational people in the world, until they’re not. And they’re
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gonna flip like Germany in the thirties. You’re going to have a hypernationalist state,
and once that happens you can’t put the genie back into the bottle.”®

America’s wider foreign policy elite as well as the general population, however,
was less sure about this, and the country has remained deeply divided between China
hawks/America First nationalists and those of a more liberal globalist outlook, such
as former Acting Assistant Secretary of State Susan Thornton or public intellectuals
Michael Swaine and Kaiser Kuo. They all believe that a much more constructive and
engaged policy toward Beijing is required. A similar rift could be noticed in Europe.
Here the division largely ran along geographical lines. While since 2015/2016 the
European “Big Three” countries and the EU Commission were slowly but stead-
ily turning toward a more robust and hard-nosed China policy,” many southern and
eastern European states saw this very differently. Close trade and financial links with
China, such as Beijing’s provision of generous loans and huge capital investments
projects, made many southern and eastern EU states, such as Greece, Portugal and
Hungary, hesitate to criticize China in public. In March 2019 Italy became the first
G7 country that formally joined China’s ambitious Belt and Road Initiative, a global
infrastructure enterprise conceived by Chinese President Xi Jinping in 20133

Even the “Big EU Three” and the EU Commission have remained convinced that
while Trump’s China policy has a good deal of validity, it is too harsh and uncom-
promising. Europe, it is frequently claimed by analysts, ought to be the balancer
between the world’s two most important economic powers while avoiding to antago-
nize its important trade partner China and being dragged even more deeply into its
own trade conflict with the USA.” This essay outlines Trump’s China policy and
analyzes how Europe’s policy toward Beijing both overlaps with and partially differs
from US policy.

Donald Trump’s China policy prior to 2017

For many months after his inauguration analysts concluded that the new President
was greatly preoccupied with containing the many personality clashes in his admin-
istration while neglecting to search for a comprehensive foreign policy strategy. He
had certainly not “settled on an overarching China strategy.”'” Instead he was sway-
ing between an aggressive approach and the temptation to woo China as could be
seen during his first meeting with Chinese President Xi Jinping at Mar-a-Lago in
March 2017. Still, long before he became President Trump had criticized what he
viewed as “unfair” globalist trade deals such as NAFTA. While Trump once was a
registered Democrat, had invited Bill and Hillary Clinton to his wedding to Melania
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in January 2005 and had been in favor of universal health care and a liberal pro-
choice abortion policy, these progressive views changed over time. His critical atti-
tude toward global trade, however, hardly changed at all; if anything, his protection-
ist and economic nationalist views became more pronounced. Being skeptical about
America’s trade relations was among Trump’s few convictions that have remained
relatively constant for the last four decades.

As far back as the 1980s Trump had claimed that in particular Japan, the rising
economic superpower of the day, was “taking advantage of” the USA, which had led
to a significant US trade deficit with Tokyo. In 1987 he even ran a full-page news-
paper advertisement “To the American people,” which pronounced that it was “time
for us to end our vast deficits by making Japan and others who can afford it, pay.”!!
More than a decade later he still felt sore about Japan’s economic competition. In
1999 he declared: “Perhaps there has to be a trade war. It’s not going to last very
long because Japan, if they don’t sell to this country, they go out of business.”!?

By 2016, the election year that propelled Trump to the White House, not Japan
but China and to a lesser extent the EU countries, in particular Germany, had
become America’s strongest economic competitors. Washington had significant
trade deficits with either. The total 2016 trade deficit in goods with China ran to
$347 billion and the one with the EU was $147 billion, of which the deficit in goods
with Germany ($64.7 billion) accounted for almost half.'* During the presidential
election campaign Trump did not hesitate to attack America’s “economic foes” in
unrestrained terms. He accused China of raping the USA by persuading US com-
panies to transfer factories and thus jobs to China. This rather ugly metaphor was,
however, hardly new; Trump had already used it in 2011.'* During the 2016 cam-
paign Trump did not grow tired of also accusing Beijing of currency manipulation
and of “killing” the USA with its trade practices that had resulted in America’s huge
trade deficit with China."”

Trump was slightly more restrained when talking about the EU, but it soon
became clear that he viewed the Europeans less as allies and partners than as rivals
and competitors. In particular he focused on Germany. He accused Berlin of unfair
trade practices and had little understanding for Chancellor Merkel’s liberal immi-
gration policy.'® Not least, Trump came also out in support of Brexit and London’s
attempt to leave the EU after a referendum in June 2016 had resulted in 52% of
Britons expressing their conviction that the UK should exit the EU (the majority of
people in Scotland, Northern Ireland and London, however, wanted to remain in the
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EU). With his repeatedly uttered pro-Brexit sentiments, in essence Trump openly
advocated the disintegration, if not collapse of the entire European project.'”

Still, Trump’s attacks on America’s strongest economic rivals fell on fertile soil,
not least in his own country. Trump’s rhetoric was particularly appreciated by the
so-called forgotten men—mostly white, undereducated men—Iiving in deprived
rural areas that never had recovered from the “Great Recession” of 2008 to 2012 and
the closure of factories and sometimes the disappearance of whole industries, which
provided traditional blue-collar manufacturing jobs. These were the people who
had lost out from globalization and they would never forget. They became Trump’s
base. The “forgotten men” and their families were deeply resentful of anything that
smacked of foreign influence. Trump was aware of this. “The Trans-Pacific Partner-
ship,” he pronounced in June 2016, “is another disaster done and pushed by spe-
cial interests who want to rape our country, just a continuing rape of our country.”'®
His base loved it. In November 2016 they voted for him in droves. Together with
Trump’s clever targeting of the electoral college votes of a number of rustbelt states,
their votes handed him the Presidency.®

The popularity of Trump’s stand on global trade gradually also shifted the Repub-
lican party from its traditional free trade policy to an increasingly protectionist, if
not anti-trade point of view. Trump even got away with boasting once again, as dur-
ing the 1980s and 1990s, that the USA was so big and powerful that trade wars were
good for America and easy to win. “When we are down $100 billion with a certain
country and they get cute,” he tweeted in March 2018, “don’t trade anymore—we
win big. It’s easy.”** Few among the business and agricultural interests in the USA
dared to openly question this rather simplistic reasoning. They did not enjoy being
personally targeted by some of Trump’s vicious tweets and perhaps having their
brand exposed by Trump’s tweets and tarnished in the eyes of many Americans as
being too China friendly.

Yet, Trump has paid little attention to developing something like a “grand strat-
egy” for America or a comprehensive “new global order.” Even organizing global
affairs in terms of a “G2” world with China, for instance, as first proposed in 2009
by former National Security Advisor Zbigniew Brzezinski, found little support
in Trump’s Washington. Originally the G2 idea referred to a US—China forum to
achieve a bilateral consensus between the two countries. Such a consensus would
then be useful to steer more effectively issues of global governance. Yet this would
require cooperation, constructive engagement and above all mutual trust rather than
insistence on maintaining global hegemony.?' Sharing primary, however, was not
what the Trump administration has in mind. And China, it appeared, was not fond of

7 Ibid. See also Larres [33].
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the idea either.”> For Trump it was all about winning against China and maintaining
America’s sole superpower status in the long run.

Trump and China: the crucial first 6 months and the “new harmony” in US-
Chinese relations

Within a few months there was very little left of Trump’s aggressive verbal attacks
on China during the election campaign. The turning point came during the phone
conversation with Chinese President Xi Jinping on February 9, 2017. Already prior
to this call Trump had agreed to Beijing’s request not to question the “One-China
policy” as he appeared to have done when he accepted a congratulatory phone call
from Taiwanese President Tsai Ing-wen in early December 2016. This was the first
time since 1978 that a US President-elect had had direct contact with his Taiwanese
counterpart. China interpreted it as a challenge to one of its core national interests—
the maintenance of the unity of the nation that for Beijing includes without ques-
tion Taiwan, Hong Kong and Macau. During the phone call with Xi in early Febru-
ary, however, Trump confirmed Washington’s adherence to the “One-China policy.”
This provided the basis for an immediate improvement in US—Chinese relations and
Trump’s invitation to Xi to visit the USA.?

Two months later, during the bilateral meeting with Xi Jinping at Trump’s Mar-
a-Lago estate in Florida on April 67, 2017, relations were stabilized further. The
Florida talks dealt with trade and Trump’s interest in reducing his country’s huge
trade deficit with China. The discussions, however, did not focus on climate change,
human rights or the South China Sea dispute. Instead, Trump and Xi agreed on a
100-day plan to work out trade compromises to increase US exports to China. This
would help reduce America’s $347 billion trade deficit with Beijing. Xi claimed that
he welcomed such a development as reducing the Chinese trade surplus would also
allow Beijing to keep its own rates of inflation under control.>

To improve relations with the USA further, Xi also suggested rescinding the
2003 ban on US beef exports to China. He also talked about better market access for
American financial investments, particularly securities and insurance. He indicated
that above all the US trade deficit could be significantly reduced, if Chinese com-
panies were allowed to make major investments in the USA and purchase high-tech
firms. Xi hoped that in the future the USA would impose fewer restrictions on the
purchase of US high-tech products and companies, such as the transatlantic chip-
maker Aixtron whose purchase by a Chinese company both the USA and Germany
blocked in 2016.

This was optimistic, however. Already during the early days of Trump’s presi-
dency, as was the case throughout the Obama years, the USA had serious security
concerns about allowing China to purchase crucial knowledge industries that were
often of military significance and sometimes also situated near military bases. In

22 Brzezinksi, “The Group.”
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25 Larres, “China and Germany.”
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fact, Congress and the administration soon agreed that the USA had to strengthen
the oversight authority of its “Committee on Foreign Investment in the U.S.
(CFIUS)”—an investigative inter-agency task force led by the Treasury Depart-
ment.?® This increasingly important Committee was tasked with examining the
intent of foreign companies and governments to purchase sensitive US technology.
In December 2018 Germany and then in April 2019 the EU implemented similar
investment screening processes to protect themselves from Chinese takeovers.?’

The “new harmony” in US—China relations that developed during the Florida
summit bore fruit when on May 12, 2017, a 10-point trade deal was announced with
great fanfare by the Trump administration; although the actual agreements were
quite minor in substance. For instance, China agreed to allow US credit rating agen-
cies and credit card companies to commence business in China from mid-July 2017.
The long-halted US beef exports to China could also be resumed. Washington in
turn started exporting liquid natural gas to China and accepted imports of cooked
poultry meat from Beijing. Still, a great number of issues were not much discussed,
such as the overcapacity of steel production in China, concerns about the new Chi-
nese cyber security law that came into effect in June 2017 or the new NGO law of
January 2017, which required all NGOs operating in China to obtain new licenses
in cooperation with a Chinese partner organization. The foreign NGOs were also
put under the oversight of the security authorities.?® Moreover, continuing barriers
to economic activities by western companies in China, such as forced joint venture
requirements (which made theft or the expected legal handover of intellectual prop-
erty much easier), were not addressed in the new trade deal.”

Nevertheless, the agreement demonstrated an improvement in US—Chinese rela-
tions and the readiness of both sides to tackle disputed aspects constructively. In an
interview with The Economist Trump confirmed that he liked Xi Jinping “a lot” and
that he thought that “he likes me a lot.” The President expressed his view that Xi
was “a great guy.”> Despite all subsequent suspicion and trade conflicts, essentially
Trump would stick to this position. Even in the middle of the trade war in 2019
Trump kept emphasizing that he liked Xi Jinping and occasionally he expressed his
belief that on a purely personal basis he could easily achieve a deal with him.>!

During the Florida meeting in early April Trump had accepted Xi’s invitation
to visit China before the end of the year. The two leaders also agreed to establish
a “US—China Comprehensive Dialogue” consisting of four strands (diplomacy and

% See Congressional Research Service, “CFIUS Reform: Foreign Investment National Security
Reviews,” (August 8, 2019).

27 Screening of Foreign Direct Investment [53]. See also https://www.cornyn.senate.gov/content/news/
cornyn-feinstein-burr-introduce-bill-strengthen-cfius-review-process-safeguard-national (Nov. 8, 2017).
For the beginning of the strengthening of the EU process, http://www.bakermckenzie.com/en/insight/
publications/2017/09/eu-control-foreign-investment/ (Sept. 19, 2017).

28 Hancock [27].

2 https://www.ft.com/content/9a5ee6b8-36¢0-11e7-bced-9023f8c0fd2e  (May 12, 2017). See also
Trump’s China Trade Deal is Artless [67].

30 “Transcript: Interview with Donald Trump [65].”

31 McGregor [39].
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security, economy, law enforcement and cyber security). This new dialogue replaced
and upgraded the Obama administration’s “Strategic and Economic Dialogue.” To
some extent the new dialogues were to take place at presidential level. They were
perhaps not altogether dissimilar to the annual high-level German—Chinese Govern-
ment Consultations.*? Like the Germans, the USA also had more than 100 dialogues
with the Chinese government—regular meetings of experts and lower-down officials
to discuss issues of mutual interest, such as technological developments, human
rights and legal issues, agricultural themes and many others. But during the esca-
lating trade war in 2018 and 2019 these dialogues meetings were often canceled or
postponed and thus largely languished.

Another major topic at the Florida meeting was North Korea. Both Presidents
agreed that North Korea’s nuclear development had “reached a very serious stage,”
though they parted ways on how to deal with it. During the talks Trump repeated
that Washington was prepared to take unilateral action if China did not pressure
North Korea into a change of policy. This could include even a military strike on
North Korea or perhaps the re-introduction of nuclear weapons in South Korea.>

The Florida summit meeting between Trump and Xi Jinping was surprisingly
successful and led to constructive personal relations between the two men and a
number of moderate compromise agreements. Despite all “trade war” difficulties in
2018-2019 the foundation of a certain mutual respect and willingness to look at a
way out from the escalating trade conflict was laid during Trump’s first 6 months as
President. In the summer of 2017 the “new harmony” in Chinese—American rela-
tions was viewed as a promising development. Trump’s turn from a China basher
of the election campaign to a leader ready to constructively engage and deal with
China’s economic and geopolitical challenges certainly deserved credit. Still, many
themes would be largely ignored for the sake of not disturbing the “new harmony.”

For instance, the South China Sea controversy continued to be a matter of great
dispute though it was hardly addressed in Florida. During much of 2017, but also in
the subsequent years, the Trump administration did not pay that much attention to
the issue. It merely continued to send “freedom of navigation™ patrols through the
South China Sea but did not engage with China to overcome the problem. Wash-
ington had no interest to become a mediator in the dispute between Beijing and the
other countries in the area, such as Vietnam, Philippines, Bahrein, Thailand, Malay-
sia, who claimed some of the reefs, rocks and uninhabited islands as their sovereign
territory.

Since the 2016 decision by the UN arbitration court in The Hague, which had
ruled against China’s claims in almost all counts, the South Sea issue had turned
increasingly contentious. Beijing largely tried to ignore the ruling while also
embarking on a strenuous attempt to resolve it bilaterally, particularly with the Phil-
ippine and Vietnamese governments. In fact, during Phillipe President Duterte’s
visit to China in September 2019 both sides agreed to cooperate in oil exploration
beneath the South China Sea, share the proceeds on a 40/60 basis while ignoring

32 Larres [35].
33 Trump: China Doing Nothing on North Korea [66].
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the 2016 ruling and shelfing their conflict about the ownership of certain reefs and
islands in the South China Sea.>*

Throughout the aftermath of the 2016 ruling the USA continued to insist that the
South China Sea lanes were international waters, which are not under the control of
China or anyone else. Hence, the USA viewed China’s claim to the area within the
so-called Nine-Dash line were void and nil. Washington was fully aware of course
that if China had global leadership ambitions, as many of the China hawks main-
tained, it was most obvious in the Pacific and more precisely in the South China
Sea. Beijing clearly wished, American China hawks argued, to push the USA out of
the Pacific and at the very least become the undisputed hegemon in that part of the
world; after all it is China’s geographical backyard. Challenging and preventing this
strategy had been one of the decisive reasons for Obama’s so-called pivot to Asia.*

During most of his first year in office Trump was fortunate that Xi’s policy was
impacted by the forthcoming 19th Party Congress that commenced in Beijing in
mid-October 2017. Prior to this important Party Congress Xi required stability and
calm. Volatile relations with the USA would only damage his carefully nourished
image of being a wise and thoughtful leader and the father of the nation. The forth-
coming Congress made him perhaps more ready than would otherwise have been
the case to avoid serious tension in relations with the USA. Xi even tolerated the
surprise attack on a Syrian airbase the USA executed in the middle of Trump’s din-
ner with Xi at Mar-A-Lago to punish Syrian President Assad for an alleged chemi-
cal attack on civilians. While Xi was clearly not pleased by the surprise attack,
he decided to go along with Trump’s action and downplayed its importance. He
decided not to interpret it as a personal slight that he had not been informed before-
hand.*® Cleary it was to Xi’s internal advantage if he could demonstrate his superior
global leadership capabilities and his ability to deal with the unpredictable new US
President. To the consternation of many Chinese within and without China, Xi was
soon rewarded. In March 2018 the 2958 members of the National People’s Congress
agreed with only two dissenting votes and one opposing vote to remove a constitu-
tional clause limiting presidential service to just two terms in office. With this deci-
sion, X1 potentially became President for life. He certainly would not have to step
down after two consecutive 5-year terms as had been customary for all his predeces-
sors with the exception of Mao Zedong.?’

Yet, China also smelled an opportunity. With the ascent of the disorganized and
inexperienced Trump team a vacuum had arisen in global leadership that Beijing
might usefully be able to fill. Xi Jinping’s speech at the World Economic Forum
in Davos on January 17, 2017, already indicated this. It was an early attempt
to position China in such a leadership role. At Davos Xi gave a speech about the

34 Patterson [45].
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36 China Warns of Deterioration in Syria with Xi in US [14].

37 Gan [22]; also James Doubek, “China removes Presidential Term Limits, Enabling Xi JInping to Rule
Indefinitely,” NPR (March 11, 2018): https://www.npr.org/sections/thetwo-way/2018/03/11/592694991/
china-removes-presidential-term-limits-enabling-xi-jinping-to-rule-indefinitely.
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importance of globalization and free trade that clearly resembled the speech that
would have been given by a US President in the mold of Barack Obama or Bill Clin-
ton. The assembled international business elite rewarded him with much applause,
though privately a great deal of skepticism about China’s apparently new open eco-
nomic course was also expressed.*® But in the subsequent years, for example in early
November 2019, Xi gave a number of very similar speeches emphasizing free trade
and globalization.>

Part of the new 10-point trade deal announced on May 12, 2017, was that Wash-
ington had agreed to send NSC China director Matthew Pottinger to the Belt-and-
Road summit in Beijing in mid-May 2017 thereby indicating its interest and per-
haps its cautious support for Xi’s grand scheme. However, the fact that Washington
did not sent a more high-level official to the conference was meant to express US
reservations about the scheme. After all, the comprehensive and impressive Belt-
and-Road Initiative (new silk road) was not only a major economic and infrastruc-
ture initiative but also an attempt to expand China’s geopolitical reach and dem-
onstrate Beijing’ global leadership capacity. At least this was the interpretation in
much of the western world. The summit itself turned into a massive spectacle and
was attended by over 29 heads of state. During the 2-day meeting China announced
substantial funding for the expansion of economic links between Asia, Africa and
Europe to “uphold and grow an open world economy.”*’

Escalating tension over trade and North Korea

Since the launch of the 100-day economic plan, agreed at the Mar-A-Lago summit
in April, no progress in US—Chinese trade relations regarding US market access and
improvement in trade relations with Beijing had been made. The first meeting of the
economic strand of the new US—China Comprehensive Dialogue mechanism that
occurred on July 19, 2017, in Washington, DC, was therefore of great importance.
It proved to be a failure, however. No “meaningful headway” regarding new trade
agreements was made, and both the envisaged press conference and final joint state-
ment were canceled.

Apparently, the USA pushed the Chinese delegation very hard and attempted to
make China agree to precise “numerical benchmarks for reducing its trade surplus
with the USA and to reduce steel overcapacity.”*! In his blunt opening speech Com-
merce Secretary Wilbur Ross had blamed China’s huge excess capacity for a global
steel glut that was damaging American producers. The Chinese, however, were not
impressed by this rather robust approach. They did not budge either on granting

3% What's being said about Xi’s Davos Speech [73]. See for reaction to Xi’s speech as summarized by
the Chinese news agency, Xinhua.

39 Keith Bradsher, “China’s Xi Praises Free Trade. Striking Deals in Another Matter,” New York Times
(November 4, 2019): https://www.nytimes.com/2019/11/04/business/china-xi-trade.html.

40" Goh and Chen [25]. See also Huang [30].

41 Heatley [28].
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Washington greater access to financial markets in China or a reduction on tariffs
for cars. There also was a dispute over Beijing’s insistence that the data servers of
western companies had to be based on Chinese territory, and thus in the reach of the
Chinese government, rather than abroad.*? China, in turn, complained about “out-
dated US regulations on export controls,” in particular those relating to exports of
“advanced technologies, key equipment and critical parts to China.”*?

The Hong Kong-based South China Morning Post believed that the collapse of
the talks in Washington had brought both countries to the “verge of a trade war.”**
This was a prescient comment. Indeed, the July 2017 meeting in Washington was
an early precursor of the many failed rounds of negotiations to overcome the ever-
escalating trade war that dominated the years 2018 and 2019.

Thus, despite the brief “new harmony” in Chinese—American relations in the
spring of 2017, by the middle of 2017 trade and investment concerns had come to
the forefront again. The failed first US—China Comprehensive Economic Dialogue
(CED)—the second strand of the new “U.S.—China Comprehensive Dialogue”
agreed at Mar-a-Lago—contributed significantly to this failure. Trump came to real-
ize that despite his perceived strong personal relationship with Xi Jinping, and Xi’s
apparent willingness to compromise on market access issues and China’s export
practises, nothing had really changed substantially. The huge US trade deficit in
goods with China of annually $375.6 billion in 2017 (already an increase of almost
$30 billion over 2016) was still there and did not seem to be decreasing. In fact,
and much to Trump’s consternation, it continued to increase further. Despite all of
his rhetoric that the trade deficit with China needed to be reduced as a matter of
urgency, by 2018 it had even risen by another 11.6% to $419.2 billion, an increase
of almost $44 billion (due to the trade war and the imposition of tariffs, in the first
9 months of 2019 the deficit with China, though not America’s overall trade deficit,
seemed to have fallen).

Furthermore, President Trump was deeply annoyed that despite his constraint in
trade questions, as he saw it, Xi had proved unwilling or incapable of containing
North Korean dictator Kim Jong-un’s nuclear ambitions. North Korea was continu-
ing its frequent missile tests and even conducted an underground atomic test in Sep-
tember 2017 (after two previous ones in January 2016 and September 2016). It was
speculated that the September 2017 test explosion might even have been the testing
of an H-bomb.*

In particular it was North Korea’s development of an intercontinental strategic
missile that escalated the situation by late 2017. After all, these missiles might well
be able to reach the US west coast. For Trump this homeland security threat changed
the equation; missiles merely able to reach Japan or South Korea gave him much less
cause for concern. The Kim regime’s claim that it had miniaturized atomic warheads

42 Cheng [12].

43 Heatley, “After 100 Days.” See also “US—China Fail to Agree on Trade, Casting Doubt on other Issues
[711.”

* Lu [38].

4 North Korean Nuclear Test Draws US Warning of Massive Military Response [44].

e



114 Journal of Transatlantic Studies (2020) 18:103-129

so that they could be fitted onto missiles that could reach US territory increased
his concern further. The Trump administration repeatedly made clear to both North
Korea and China that this development was unacceptable and military action would
be taken before Kim obtained a capability to reach the US mainland. Kim’s aggres-
sive rhetoric about targeting the US territory of Guam and bombing Alaska or the
US mainland initially led to a further escalation of the dire situation.*®

It was a tense situation. Like during the Cold War, the real possibility of a nuclear
war between the USA and North Korea seemed to be on the horizon. At Fort Bragg
in North Carolina, the largest military base in the world, worried US parachuters
were instructed to make serious preparations for having to go to war shortly.*’ This
time, it seemed for real. After all, South Korean President Moon Jae-in called a
North Korean missile test in mid-May 2017, only a few days after his election, a
“reckless provocation.” In August 2017 Trump had threatened to unleash “fire and
fury” if North Korea appeared to prepare an attack on US territory.* The relative
calm in the fall of 2017 appeared to many to be the calm before the storm.

China, in the meantime, was greatly frustrated but did not seem to know what to
do to. It appeared to be unable to de-escalate the situation. The situation appeared
so dangerous that even German Chancellor Angela Merkel offered to mediate.*’ Her
country and also the UK (as well as the EU) were among the few western countries
that have embassies in Pyongyang.

In his UN speech on September 18, 2017, Trump added further fuel to the fire by
promising to “totally destroy” North Korea if the country attacked the USA or any
US allies. Threatening the wholesale destruction of another country was a rather
unprecedented statement by a sitting American President. Trump made fun of the
North Korean leader personally when saying during his UN speech in September
that “rocket man is on a suicide mission for himself and for his regime.” In response
the North Korean Foreign Minister compared Trump to a “barking dog” who had a
“dog’s dream,” a most abusive term in North Korean parlance.”®

Shortly after making a surprise offer that he would be happy to mediate in the
South China Sea dispute in the course of his visit to Vietnam, where he attended the
annual APEC meeting,”! Trump continued exchanging insults with the North Korea
leader via Twitter. In a demonstration of strength meant to impress North Korea,
three US aircraft carriers joined South Korean and Japanese ships in military exer-
cises in the Western Pacific.’? The carriers, however, did not stop Kim calling Trump
“old” and a ““dotart.” Trump said that he would never call Kim “short and fat.” But
in the same tweet he also was surprisingly conciliatory. “Oh well, I try so hard to be
his friend—and maybe someday that will happen.” When Trump was asked at a later
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press conference if he could imagine being friends with North Korea, he said: “That
might be a strange thing to happen but it’s a possibility.”>

Trump felt that China had not been particularly helpful regarding his two prime
objectives in Asia. Both the uneasy and competitive trade relationships with China
and the dangerous North Korea issue remained stuck. As Trump was also person-
ally very disappointed that Xi Jinping had neither begun to reform seriously China’s
economic system nor made much of an effort to persuade Kim Jong-un to give up
his nuclear weapons, his Administration once again began to focus on China’s unfair
trade practises and the huge export surplus it was running with the USA. Trump
considered slapping steep tariffs on Chinese steel products arriving at the US bor-
ders. The USA also intensified its investigations of Chinese investment practises.>*

As early as April 20, 2017, the President had issued a memorandum directing the
Secretary of Commerce Wilbur Ross under Section 232 of the Trade Expansion Act
of 1962 as amended, to initiate an investigation “to determine the effects of imported
steel on national security.” Ross had 270 days to explore whether or not steel was
being “imported into the USA in such quantities or under such circumstances as to
threaten or impair the national security.” The President would then have to report to
Congress and decide whether or not to take action, such as the imposition of steep
tariffs, “to adjust” steel imports “so that such imports will not threaten to impair
national security.”> This was clearly meant as a warning shot to impress upon China
that it was high time to change its economic policy, if it wanted to avoid serious
action being taken by the USA.

Trump’s approach was replicated regarding a different issue four months later.*®
In mid-August 2017 the President asked his Trade Representative Robert Light-
hizer to launch an investigation into whether or not China was stealing intellec-
tual property when insisting on certain rules foreign companies had to adhere to in
order to get market access in China, such as enforced joint ventures.’’” The White
House resorted to using Section 301 and 302(b) of the Trade Act of 1974 for this
investigation. The Statute enabled the USA to unilaterally impose tariffs on exports
from a country or restrict access to the US market if a country discriminated against
American exporters. Since the creation of the World Trade Organization in 1994
Section 301 had hardly been used; instead, cases were referred to the judicial trade
dispute system that was drawn up by the WTO.

The Trump administration, however, decided that this would take too long.
Instead Washington launched its own investigation. In the 1980s Section 301 was
successfully used against Japan; this clearly encouraged the administration to make
use of it against China.’® Still, this also was meant as a warning shot to demonstrate
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to Beijing that the US government was embarking on investigating China’s funda-
mental economic approach. The investigation demonstrated that Washington was
serious in tackling Chinese market access abuses while proceeding relatively cau-
tiously and legalistically, and at least initially without ramming new tariffs or other
restrictions down China’s throat, which would clearly lead to counteraction.

Trump’s grievances and the 2018-2019 trade war

What were the Trump administration’s main grievances about China’s economic
policy approach?

(a) Trump continued to complain about America’s huge trade deficit with China; he
believed this had come about due to the unwise and weak policy of his predeces-
sors and above all because China had been trading with the USA for years in an
unfair way.

(b) Trump complained about the lack of market access for US companies in China.
There was a clear lack of mutual reciprocity regarding market access. China still
excluded foreign companies from a large number of industrial and commercial
sectors. Chinese companies, however, were largely unrestricted in their economic
activities in western countries (except when strategically and militarily important
sectors were affected).

(c¢) Washington criticized Chinese investment practises that frequently focused on
buying up technologically important western companies (in particular in the
fields robotics, artificial intelligence, 5G, driverless cars, battery technology,
computer chip industry, etc.). Subsequently, the acquired knowledge was often
transferred to China.

(d) Trump complained bitterly about China’s theft of intellectually property. This
occurred often legally by forcing western companies to enter partnerships with
Chinese companies and handover part of their technological knowledge to them
if they wished to get access to the huge Chinese market. But often acquisition of
IP occurred illegally by means of copying entire computer hard disks, hacking
into private, company and government servers and conducting other “fishing
expeditions” that would result in benefits to the Chinese economy.

(e) The opaque and dominant role of SOEs (state-owned enterprises) in the Chinese
economy was another bone of contention. SOEs contribute to more than 60% of
Chinese GDP it is estimated and enjoy huge subsidies from the Chinese state,
which enables them to sell their products on the global market at a discounted
price. It clearly distorted the market for products such as steel, aluminum, solar
panels and many other products and drove western companies into bankruptcy.

(f) There also was a continuing dispute about whether or not China should still
be regarded as a “developing” country and whether or not it deserved “market
economic status.” Such classifications came with special privileges within the
WTO system. Most western countries were opposed to this view. Beijing, how-
ever, strongly believed that China was still a developing country in view of its
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continuing poor per capita income (less than $10.000 a year) while also claiming
it had become a proper market economy.

Although Trump was becoming increasingly skeptical about economic and trade
relations with China, he also held genuine sympathies for Xi Jinping and believed
that a deal with him could be struck. Thus, despite Trump’s increasing dissatisfac-
tion with China’s unchanged economic behavior, in early November 2017 he had
embarked on a 3-day “‘state visit-plus” to China, as it was called. Perhaps unsurpris-
ingly, afterward the President regarded the visit as a huge success.”

Shortly after returning from his 12-day Asian trip, which included his visit to
China, he addressed the American people and boasted that “every where we went,
our foreign hosts greeted the American delegation, myself included, with incredible
warmth, hospitality, and most importantly respect. And this great respect showed
very well our country is—further evidence that America’s renewed confidence and
standing in the world has never been stronger than it is right now.” Regarding China
Trump also declared that he was “greatly honored by the splendor of our reception.”
After all, the trip “included the first official dinner held for a foreign leader in the
Forbidden City since the founding of the modern China.” He said that he and Xi
Jinping saw eye to eye on North Korea which Trump described as “a grave threat
to China.”®® Continuing he emphasized that he also “had very candid conversations
with President Xi about the need to reduce our staggering trade deficit with China
and for our trading relationship to be conducted on a truly fair and equitable basis.
We can no longer tolerate unfair trading practices that steal American jobs, wealth
and intellectual property. The days of the USA being taken advantage of are over.
In China, we also announced $250 billion worth in trade—investment deals that will
create jobs in the United States,” Trump explained.5!

Trump himself believed that he pursued and achieved three goals on his trip to
Asia and China: “to unite the world against the nuclear menace from North Korea,”
“to strengthen America’s alliances and economic partnerships in a free and open
Indo-Pacific,” and “insist on fair and reciprocal trade.”%? Many commentators, how-
ever, were more skeptical. It seemed that essentially Trump pursued two contradic-
tory objectives. He wished to unite the Asian nations against North Korea under
American leadership, which perhaps reflected the geopolitical realism of the State
Department, while in economic relations he disavowed a joint multilateral approach
and emphasized America’s bilateral policy preferences. This was influenced by
his “America First” policy and the economic nationalist sentiments of many of his
White House advisers.®

The five Asian nations he visited on his long trip were certainly not impressed
enough by Trump’s approach to change directions. At the ASEAN summit in Hanoi
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all eleven member states of the TPP decided to go ahead with the trade agreement
despite Washington’s withdrawal in January 2017, on Trump’s third day in office.
They renamed the project the Comprehensive and Progressive Agreement for Trans-
Pacific Partnership.®* China, alternatively, had begun intensifying its proposed
Regional Comprehensive Economic Partnership (RCEP), a free trade body consist-
ing of 16 nations, including Japan and Australia.®

Although Trump announced $250 billion in trade deals he had concluded with
China (and $350 billion in total on his Asian trip) many of these deals had been
in the pipeline for quite some time. Instead he pursued a transactional approach to
trade deals, i.e., helping individual US companies sign off on deals. Trump did not
attempt to negotiate a broader trade framework with the countries in the region to
lay the ground for better general trade conditions for American companies.*

Throughout 2018 and 2019 several rounds of Sino-American negotiations were
held in either Beijing, Shanghai or Washington, DC. China’s most important eco-
nomic experts, such as Liu He, Xi’s right-hand man for economic affairs, and on
occasion also Wang Qishan, Xi’s long-standing confidante, led the Chinese delega-
tions. Intense rivalry existed among the leaders of the US delegation. Eventually,
Treasury Secretary Mnuchin was frequently sidelined and China hawk Robert Ligh-
thizer was put in charge of the US negotiation team. As a result, the US position
became more streamlined but also tougher. Pragmatist Mnuchin was highly inter-
ested in overcoming the trade war that had begun slowly to result in a slowdown of
the entire global economy. At first in particular China and Europe were affected but
by 2019 the US economy was also slowing. Lighthizer, on the other hand, largely
agreed with Trump’s approach of using the imposition of tariffs to obtain better
trade terms for the USA from China. Lighthizer clearly had an ideological and stub-
born approach to economic relations with China.

Within the context of using tariffs to combat the allegedly unfair trade practices
of a large number of countries, including US allies such as Canada, Mexico and
the EU, the Trump administration in particular focused on penalizing China for
its robust trade practices. Starting with the imposition of 30-50% tariffs on solar
panels and washing machines in January 2018 and of, respectively, 25% and 10%
tariffs on steel and aluminum in March 2018, three separate tariff hikes occurred
in 2018. This led to the imposition of counter tariffs by China and the commence-
ment of a tit-for-tat trade war between the two countries. Simultaneously both coun-
tries continued their negotiations to overcome the trade war with the USA asking
China to make a number of major structural changes to how the Chinese economy
was run. In May 2019 a breakthrough was almost achieved. Highly detailed and
legally binding agreements to be signed by Lighthizer and Liu He were drawn up.
At the last moment Beijing had second thoughts and wished to renegotiate some of
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the compromises achieved. This led Trump to call off the imminent signing of the
agreed overall deal. Instead, the trade war continued and soon escalated.®’

Yet, in the context of a weakening global economy and indeed of declining
growth rates in both China and the USA, negotiations were resumed in October
2019. Beijing viewed the unmistakably slowing Chinese economy with great con-
cern. In view of the escalating protests in Hong Kong and rising concern among
China’s expanding middle class about hanging on to their jobs and standard of liv-
ing, Chinese leaders appeared more willing to compromise. In the US President
Trump realized that a slowing US economy would hardly help him to gain reelec-
tion in November 2020. US negotiators were instructed to show greater flexibility in
their negotiations with their Chinese counterparts to obtain at least a temporary halt
to the US—China trade war. By early November 2019 a so-called phase one interim
trade deal seemed to be close when both sides agreed to roll back some of the tar-
iffs they had imposed on each other’s goods and China seemed ready to buy a large
amount of American agricultural products. The “phase one” US-China trade agree-
ment was eventually signed in Washington, DC, on January 15, 2020.%

Europe between Trump and China

Back in 2018 China reacted to Trump’s trade war by embarking on a “charm offen-
sive” toward the EU and Europe’s economically and technologically most impor-
tant countries, not least Germany. Trump did not cooperate with the EU in his
policy toward China. This lack of cooperation was surprising as the grievances of
both the USA and the EU toward China were very similar. The only exception was
that the EU was not concerned about a trade deficit with China. Most EU countries
hardly ran a deficit with China and along with most economists the EU Commission
believed that trade deficits were of only secondary economic importance. Regard-
ing all other major grievances, the USA and EU were largely in agreement. Trump,
however, wished to win his battle with China unilaterally. According to former Act-
ing Assistant Secretary of State Susan Thornton, he did not want to share the credit
for having changed China’s entire economic approach with anyone.®

Instead of cooperating with the EU on China, the Trump administration did
not hesitate to also pick a trade fight with the EU, and in particular with Germany.
Trump was not only opposing China and provoking a serious trade war with the
world’s second largest economy, he also complained bitterly about the EU. Trump
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believed that America’s significant export deficit with Germany in particular was the
result of the USA having been taken for a ride for many decades.”

During the election campaign Trump repeatedly made angry references about
the EU and Germany’s trade surplus with the USA. In 2016 the American trade
deficit with the EU consisted of almost $100 billion, including more than $60 bil-
lion with Germany alone. At times Trump envisaged the imposition of import tariffs
as high as 35% on, for instance, car manufacturers who didn’t produce their cars in
the USA but in cheap-labor countries or in Europe. In previous years manufacturers
had shifted their factories out of the USA. While all of Germany’s luxury carmakers
such as BMW and Mercedes Benz as well as Volkswagen had factories on Ameri-
can soil, they also produced a great number of their vehicles in Mexico for export
to the USA. Although China had become Germany’s most important car market,
the US market remained vital. It was Germany’s second largest vehicle market. In
2017 over 1.35 million German cars were sold in the USA; 8% of total US car sales.
The threatened imposition of high tariffs on German cars exported to the USA from
Mexico, China, Germany and other countries would make them rather uncompeti-
tive in the US market. German car and part exports were more than half of the total
of EU exports of vehicles to the USA.”!

The growing German—American rift regarding Germany’s export surplus with
the USA had been on prominent display as early as March 2017 when Trump vis-
ited Brussels. Just before he lambasted his NATO allies for not meeting NATO’s 2%
defense spending target, he had a meeting with EU officials. According to several
press reports Trump said: “The Germans are bad, very bad.” “See the millions of
cars they are selling in the U.S.? Terrible. We will stop this.” It gradually became
obvious that for the first time since the Iraq war of 2003 the Germans and Ameri-
cans were on a serious collision course.”? The chairman of the foreign affairs com-
mittee of the German parliament did not hide his anger. “U.S. President Trump isn’t
capable of leading the Western alliance. In any case,” Norbert Roettgen fumed, “he
isn’t interested in it at the moment.””

The USA, however, were not only angry about Germany’s export surplus. Wash-
ington was also greatly concerned about the German—Russian oil and gas pipe-
line Nordstream 2. The pipeline was built under the Baltic Sea and was meant to
go directly from Russia to Germany, bypassing Ukraine which, according to the
Ukrainian Finance Ministry, would lose out on transit revenues of up to 3% of its
GDP.”* Trump repeatedly accused Berlin of making itself dependent on energy
deliveries from Russia. There was a certain irony in this. After all, Trump and many
of his former advisers were being investigated by Special Counsel Robert Mueller
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for having cooperated with Russia during the 2016 election campaign to get Trump
elected.

Nevertheless, in July 2018 Trump accused Germany of becoming a “captive” of
Moscow and threatened to impose sanctions on the companies involved in the con-
struction of the $11 billion pipeline.”” Four months later, in mid-November 2018,
American EU Ambassador Gordon Sondland went so far as to warn Berlin rather
undiplomatically that Washington had “not deployed the full set of tools yet that
could significantly undermine if not outright stop the project.”’® The pipeline project
was also highly controversial among many EU states, such as Poland, and with the
EU Commission in Brussels who didn’t like the project either. It clearly damaged
Berlin’s image in Europe. Germany, however, shrugged off all criticism saying that
it was a “private enterprise” which lay outside the responsibilities of the German
government.”’ By early 2019 the Economist concluded that despite the strong oppo-
sition from Brussels and Washington, “the pipeline looks unstoppable.”’®

While Trump tended to single out Germany for treating the USA unfairly, he
deeply resented and frequently criticized the entire EU’s considerable export surplus
with the USA. In 2017 the US overall trade deficit (both goods and services) with
the EU was just over $101 billion. With China the overall trade deficit consisted
of $365 billion.” As mentioned above, in March 2018 Trump imposed tariffs on
the import of all steel and aluminum that arrived at US ports on national security
grounds. In particular this was targeted at China but also badly affected some other
countries. The President justified the tariffs on the basis of Section 232 of the Trade
Expansion Act of 1962, which gave the administration the right to conduct investi-
gations to “determine the effects on the national security of imports.”® In February
2018 the Commerce Department had released its Section 232 reports on imported
steel and aluminum. The White House soon announced that the President accepted
the report’s conclusion “that imported steel and aluminum “threaten to impair the
national security” and is taking action to protect America.” As US steel imports
were almost four times of US exports and aluminum imports made up almost 90% of
all demand for the metal, the Commerce Department believed that action was nec-
essary “to maintain “the long-term viability” of the country’s steel and aluminum
industries,?! which the Administration viewed as a national security concern.

Although initially the EU was granted an exemption, it expired in May 2018,
after which the tariffs also hit EU manufacturers in full. The EU responded by
imposing its own tariffs on US exports of $3.2 billion into the EU and threatened to
impose further tariffs if the trade conflict escalated. As Brussels believed deeply in
the importance of upholding the rules-based global trading system, in cooperation
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with China it asked the World Trade Organization (WTO) to investigate the imposi-
tion of the tariffs.3> But a WTO investigation tended to be a prolonged process and
it was hardly likely that the Trump administration would idly sit by waiting for the
WTO to arrive at its decision. Instead, Trump kept threatening to levy high tariffs on
EU automobile exports to the USA.

By July 15, 2018, Trump had referred to the EU as well as China and Russia as
“foes” of his country. From Washington’s point of view the threats were quite useful
in their own right. Automobile tariffs would hit Germany’s export-focused economy
particularly hard. Germany’s captains of industry began to panic and put pressure
on the Berlin government to cut a deal with Washington. In late 2018 Trump even
met with the CEO’s of Germany’s most important automakers in the Oval Office.®?
Perhaps the Trump Administration expected Berlin to use its large influence within
the EU to persuade Brussels to de-escalate. Attempting to divide the Europeans in
its trade conflict, the administration reasoned, might well work to America’s advan-
tage, not least as the simultaneous Chinese—American trade war was getting worse
by the day (which also severely impacted German car companies with factories in
the USA).**

Taking a leaf out of Richard Nixon’s notebook Trump, it seemed, had embarked
on a triangular policy of his own by taking on China and the EU simultaneously
but separately to obtain major trade concessions for his country in the process. Yet,
this was a highly precarious strategy. China would not patiently sit by. Instead Bei-
Jing began to embark on a renewed “charm offensive” toward the EU (and toward
Germany in particular) trying to divide the western alliance and weakening US
influence over its allies at the same time. During the bilateral China—EU summit in
Beijing on July 16, 2018, both Beijing and Brussels agreed on their “joint support
for multilateralism and the rules-based international trading system.” According to
a leaked EU report of the meeting, China saw the EU as a “comprehensive strate-
gic partner” it could cooperate well with on, for instance, “modernizing the rules
of the WTO as necessary.” Chinese Prime Minister Li Keqiang recalled that Trump
had said “that the US had two foes, namely the EU and China. This meant surpris-
ingly,” Li Keqiang concluded, “that both were in the same club.” It appeared, he
said, that the USA “wanted to jump out of the global village,” but “gravity would
prevent this.” After all, one ought “not destroy the old order,” as this would “create

a vacuum.”®
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Chinese President Xi Jinping reassured his European counterpart, Jean-Claude
Juncker, that “a strong and united EU was consistent with China’s worldview.” Xi
said that “the US was bullying China” and “we are fearful of that” but China was
“ready to engage more with the EU.” He argued “that the EU and China had to fight
together against unilateralism.” The problem with the USA was, according to Xi,
that from one administration to the next the USA “never kept its promises”—*1 am
not getting used to it.” America “did not display any consistency.” Xi also said that
while Trump greatly admired Russian President Putin, he knew that “Putin saw
Trump as an outlier.”¢

Only 10 days after the harmonious EU-China summit in Beijing, the US-EU
trade conflict came to a temporary halt. Whether or not there was a link between
the two was unclear. During their talks in the White House on July 26, 2018, EU
Commission President Juncker and Trump decided to “pause” the conflict and to
embark on a “new phase” in transatlantic trade relations. Trump told the world that
“a breakthrough has been quickly made that nobody thought possible.” Juncker
tweeted equally triumphantly: “I came for a deal, we made a deal.”®” With the help
of brightly colored flashcards, Juncker had explained the transatlantic trade relation-
ship to Trump. A European official admitted that they had tried to “dumbing down
things” a little. Juncker outlined to the President that retaliatory tariffs and a tit-for-
tat trade conflict made no sense and would only hurt the economies on both sides of
the Atlantic. “If you want to be stupid, I can be stupid, as well,” Juncker apparently
told him.®®

Eventually, Trump agreed that he would not impose new tariffs on European cars.
He also said that he would seriously consider whether or not to lift the current tar-
iffs on EU exports of steel and aluminum to the USA (in the end, however, they
were not removed). The Europeans were happy to buy more soybeans and liquefied
natural gas from America. Apparently, there was also some discussion whether the
USA should become involved in the Nordstream 2 pipeline and thus get “a piece” of
the significant pipeline business. Juncker had told Trump that “most” EU countries
shared his concern and were critical of Chancellor Merkel having entered into the
pipeline deal with Moscow.®

Both sides also agreed to cooperate to reform the WTO and enter into new com-
prehensive transatlantic trade negotiations. The preparatory meetings for the latter
began in late August 2018. Further negotiations soon commenced without, however,
producing any immediate results. Formal trade talks were eventually given the green
light in April 2019 though the opening of real negotiations was further delayed.”
Whether or not these negotiations were in fact a resurrection of the Obama era nego-
tiations for a comprehensive free trade pact with the EU (the Trans-Atlantic Trade
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and Investment Partnership, TTIP) that had been halted by Trump was questionable,
however.”!

The EU was certainly relieved that Trump’s attempt to divide the EU during the
last few months had not worked. In the end the USA had negotiated with Juncker and
thus accepted the long-standing responsibility of the EU for European trade matters
and thus for Europe’s unified single market. Already in June 2018 German Foreign
Minister Heiko Maas had hit the nail on its head when he said during a speech that
“our common response to “‘“America First’ today must be ‘Europe United.”””? After
all, the “world order that we once knew, had become accustomed to, and sometimes
felt comfortable in—this world order no longer exists,” he somewhat dramatically
declared to make an international impact.”> Maas’ speech was based on a unique
new strategy paper entitled “America Strategy,” the first of its kind, that the German
Foreign Ministry had started working on to rethink Berlin’s basic approach to the
USA.?* The view that Europe needs to stand united against Trump was wholeheart-
edly shared by the EU Commission in Brussels. By the spring and summer of 2019
it could be noticed that the EU attitude had hardened toward trade negotiations with
both the USA and China.

Although the EU-China summit in Brussels in April 2019 resulted in a joint
statement, the EU did hesitate to put increasing pressure on Beijing to give greater
reciprocal market access to the EU and make concrete commitments rather than just
general promises.” Prior to the summit a new strategy paper had referred to China
as a “systemic rival,” which was busy promoting alternative forms of governance,
and an increasingly hard-nosed *“economic competitor.”® Similarly, the outgoing
Juncker Commission—its 5-year term in office came to an end in November 2019—
was becoming increasingly impatient with Trump’s attempt to browbeat the EU into
a trade deal that might be disadvantageous to the EU. It recognized, however, that
bilateral negotiations with the USA seemed to be the best course of action and pos-
sibly the only way to arrive at a more permanent resolution of the transatlantic trade
conflict.”” It would be left to the new EU Commission under Commission Presi-
dent Ursula von der Leyen, a former German Defense Minister, which took office on
November 27, 2019, to deal with this.

1 Erlanger [17].

92 Heiko Maas, “Courage to Stand Up for Europe— ‘Europe United’,” Speech on June 13, 2018 in Ber-
lin: https://www.auswaertiges-amt.de/en/newsroom/news/maas-europeunited/2106528.

% Tbid.

% This is based on Susan Glasser’s report. Glasser [24].

% Erlanger [18].

% See EU Commission, “EU-China: A Strategic Outlook,” (March 12, 2019): https://ec.europa.eu/
commission/.../communication-eu-china-a-strategic-outlook.pdf.

97 Erlanger, “Europe Averts.”
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Conclusion

Throughout Donald Trump’s tenure as US President China attempted to use trans-
atlantic conflicts to make overtures to the EU and its leading countries, not least
Germany, to undermine transatlantic relations. The EU, however, did not pursue the
same strategy regarding China. Despite China’s “charm offensive” and the Trump
administration’s increasingly skeptical policy toward Europe in the economic, politi-
cal and military realms, the EU and its leading countries continued to share largely
the Trump administration’s grievances about China’s economic and trade policies.
While the EU was too weak and not sufficiently united to play the role of an eco-
nomic and geopolitical balancer between Washington and Beijing, it did not allow
itself to be drawn closer into the Chinese orbit, despite all economic temptations to
do so. Instead, on the whole the EU and its member states have remained loyal to
the long-standing relationship with the USA. The EU, it seems, stubbornly insists
on “sitting out” the Trump administration and waiting for the return of better trans-
atlantic days though this may take a while. In the meantime, and despite the growing
economic links with China, the EU has shown little desire to sacrifice its position as
America’s closest economic, military and also geopolitical ally. This situation, how-
ever, is unlikely to last forever. A second Trump administration or an administra-
tion with a similar negative attitude to the EU and many of America’s transatlantic
allies would pose a severe challenge to the continuation of the status quo. Transat-
lantic relations are at breaking point. Beijing (and also Moscow) is not adverse to
exploiting this opportunity. Europeans may indeed increasingly be tempted to “look
to China as global partner” while shunning Trump’s US,” as the Associated Press
reported.”®
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