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Abstract

This research paper explores the historical
development and strategic dimensions of trade
warsand their implicationsfor the evolving global
economic order. Fromearly mercantilist practices
and colonial monopolies to the modern tariff
confrontations between the United Sates and
China, trade war s have long shaped the contours
of global trade dynamics. The study analyses how
trade wars have influenced supply chains, trade
institutionslikethe WTO, and the power dynamics
between devel oped and emerging economies. The
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Introduction

Tradewarsrefer to economic conflictswhere
nationsimposetariffs, quotas, or other tradebarriers
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domesticindustriesor assert geopolitica power. Ina
globalized world, trade wars have profound
implicationsbeyond economics, influencing diplométic rel ations, security frameworks, and ingtitutiond integrity.
While trade liberalization defined much of the post-WWII era, recent years have seen aresurgence of
protectionism. Thispaper examinesthetransformation of tradepolicy from cooperativeliberdization to Srategic
rivary.

Historical Evolution of Trade Wars
1.  Mercantilism and Colonial Trade Conflicts (1600-1800)

Inthe early modern era, nations pursued mercantilism, aiming for apositivetrade balancethrough
colonia expans on and state control over commerce. British NavigationActsrestricted foreign shipping, while
the Dutch-Portugueserivalry exemplified maritimeeconomicwarfare. These policiesoftenled to direct military
confrontations, blurring thelines between economic and military conflict. Tradewasviewed aszero-sum, and
controlling marketsmeant controlling power.
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Case Study: Anglo—Dutch Trade Wars

Between the 17th and 18th centuries, Britain and the Dutch Republic engaged in severa naval wars
fuelled by commercid competition. British NavigationActsaimed to undermine Dutch shipping dominance,
culminatinginaseriesof conflictsthat reshaped European maritime supremacy and colonia influence.

2. 19th Century Shifts: FreeTradevs. Srategic Protectionism

The 19th century witnessed the ideological battle between free trade and protectionism. Britain’s repeal
of theCorn Lawsin 1846 symbolized the shift towardsliberd trade. However, newly industriaizing countries
like Germany and the USA adopted protective tariffs to shield infant industries. Friedrich List’s advocacy of
nationa economic devel opment justified such measures. TheUSMorrill Tariff (1861) and the German Tariff
Act (1879) triggered counter measures, showing how national interests could overrideglobd libera norms.
3. The Smoot-Hawley Tariff and the Great Depression (1930s)

During the Great Depression, the US passed the Smoot Hawley Tariff Actin 1930, imposing tariffson
over 20,000 imports. Thistriggered retaliatory tariffsby over 25 countries, collapsing global trade volumes.
Rather than protecting jobs, the act deepened the depression and delegitimized isolationist trade policy. The
episodeisahistorical lessonin how uncoordinated protectionism can exacerbate systemic crises.

Case Study: Canada’s Response to Smoot—Hawley

Inretaliation to UStariffs, Canadaimposed itsown dutieson American agricultural and industria
products, leadingto asharp declinein bilaterd trade. Thetrade volumebetween thetwo countriesfell by over
50%, illustrating the damaging spird of protectionist retaiation.

Trade Wars in the Post-WWI1 Liberal Order
1. Emergenceof Multilateralism: GATT and WTO

Inresponsetothe 1930scrisis, post-WWII institutions like the General Agreement on Tariffsand
Trade (GATT, 1947) and the World Trade Organi zation (WTO, 1995) were created to promote predictable,
rules-based trade. They aimed to prevent thetit-for-tat retaiation seenin earlier eras. Tariff bindings, most-
favoured-nation clauses, and dispute settlement mechani smsdefined thisnew era.
2.  SrategicUseof TradeDuringtheCold War

Whilemultilateralism expanded, trade policy remained astrategic tool. The USimposed COCOM
control sto restrict technology flow to communi st countries. Trade embargoes against Cubaand the Soviet
blocillustrated how trade could serveideol ogical and security agendas. Economic sanctions, athough not
classical tradewars, became apersistent feature of foreign policy.

Contemporary Trade Wars: US—-China Conflict (2018-2025)
1.  Originsand Escalation

The US—China trade war began in 2018 under the Trump administration, citing concerns over China’s
trade surplus, intellectua property theft, and forced technology transfers. The USimposed tariffson over
$550 billionin Chinesegoods, while Chinaretdiated with tariffson $185 billionin USexports. Although a
Phase-One agreement was signed in 2020, tensionsreemerged in 2025 with further tariff escal ations under
therenewed US administration.
CaseStudy: Appleand Supply Chain Realignment

Applelnc., heavily reliant on Chinese manufacturing, began diversifyingitssupply chaininresponseto
esca ating tariffs. The company shifted asignificant portion of iPhoneassembly to Indiaand Vietnam. This
move not only mitigated tariff risksbut also catalyzed industrid growthin host nations.
2. Disruption of Global Supply Chains

Thetradewar forced multinationa corporationsto reconsider their sourcing and production strategies.
Many shifted manufacturing to Southeast Asia, India, and Mexico. Terms like “friendshoring” and “nearshoring”
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gained prominence as busi nesses sought politically aligned and logistically stable partners. Thisshift ledto
partia de-globdization and regiond supply chain fragmentation.

3. WTO’s Diminished Role

The WTQO’s dispute resolution mechanism was paralyzed due to US opposition to appellate body
gppointments. Consequently, mgor powersresorted to unilaterd actionsand bilatera negotiations, undermining
themultilateral system. Theerosion of WTO authority rai ses concernsabout the sustai nability of theglobal
traderegime.

Srategic Implications for the Global Economic Order
1. Riseof EconomicNationalism and Bilateralism

Astrust in multilateralism declined, countries pursued bilaterd trade dealsand regional pacts. RCEPR,
CPTPP, and theAfrican Continental Free TradeArea (AfCFTA) exemplify thisshift. Such arrangements
alow flexibility but may create overl gpping, incons stent trade norms, complicating globa governance.

2. Geo-economic Coercion and Technological Sovereignty

Nations now weaponizetradeto enforce politica objectives. USexport controlson semi-conductors
and China’s dominance in rare earth exports exemplify strategic resource control. The pursuit of technological
self-sufficiency evident in EU’s digital sovereignty and China’s Made in China 2025 reflects growing distrust
ininterdependence.
Case Sudy: Huawei and Global Tech Tensions

TheUSblacklisting of Huawei in 2019 and subseguent export controlsmarked ashift in trade policy
from tariffs to technology sanctions. Huawei’s access to semiconductor chips and software was curtailed,
prompting Chinatoinvest heavily in domestic tech cgpabilitiesand semiconductor salf-sufficiency.
3.  Shifting Centersof Power

The USand EU seek to reassert |eadership through industria policy and green tech investments.
Meanwhile, Chinabuilds pardld ingtitutionslikethe Belt and Road Initiative and the Digital Yuan system.
Emerging economieslikelndia, Brazil, and Vietnam are becoming pivota playersinthenew supply chain
architecture,

India’s Strategic Position

Indiaemerged asabeneficiary of globa supply chain reconfiguration. TheProduction Linked Incentive
(PLI) schemesin e ectronics, pharmaceuticals, and semiconductors attracted FDI. Yet, inflation, logistics
gaps, and labor rigidity remain hurdles. Indiamust invest in infrastructure, tradefacilitation, and export
competitivenessto solidify itsposition.
Case Study: Samsung’s Manufacturing Shift to India

In response to the trade tensions and PLI incentives, Samsung invested in setting up the world’s largest
mobile phone factory in Noida, India. This not only helped Samsung avoid US—China tariffs but also reinforced
India’s position in the global electronics value chain.

Moreover, India’s role in forums like QUAD and IPEF offers opportunities to influence rule-making in
the Indo-Pecific. Balancing strategic autonomy with economicintegration remainsakey challengefor Indian
policymakers.

Conclusion

Tradewarsareno longer periphera disruptionsbut coreinstruments of strategic competition. They
signa ashift from globalization to geo-economic fragmentation. The challenge ahead liesin managing this
trangtion reviving multilaterd indtitutions, ensuring fair competition, and maintaining supply chainresilience. As
power centersevol veand trade becomes entangled with national security, the global economic order facesa
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critical inflection point. Policy makers must craft responsesthat preserve opennesswhile protecting national
interests, ensuring that economi ¢ interdependence remainsasource of stability rather than vulnerability.
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