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Abstract

The aim of this article is to analyse the geoeconomic rivalry between the 
USA and China. Firstly, the geoeconomic strategy of China, which has been 
implemented since the late 1970s, is presented. Then, the author answers 
the following questions: what was Washington’s response to Beijing’s 
actions; was there a difference in the geoeconomic approach of the US 
Republican and Democratic administrations towards China; what was 
Beijing’s reaction to the US policy during the rule of both administrations? 
The article puts forward the following research hypotheses. First, 
China introduced the geoeconomic paradigm into its policy on a large 
scale, thereby challenging the USA. Second, although Washington has 
possessed geoeconomic instruments since the 1970s, it was not until the 
presidency of Donald Trump that it was forced to respond to the Chinese 
challenge on a much larger scale than it had done before. Third, the 
Joe Biden administration continued and even strengthened American 
geoeconomics towards China. Fourth, Beijing has tried to respond to US 
sanctions each time, while simultaneously adapting its own geoeconomic 
strategy to the situation of the deepening confl ict with the US. Finally, 
the article presents theoretical conclusions drawn from the analysis, along 
with the implications of the US–China rivalry for the European Union. 
The research methodology is based on an analysis of primary sources and 
scientifi c literature.
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Introduction

In 1990, at the end of the Cold War between two hostile entities that 
were the Eastern and the Western blocs, Edward N. Luttwak wrote 
a famous essay introducing the concept of geoeconomics (Luttwak, 
1990, pp. 17–23).   In an era defi ned by weapons of mass destruction and 
in circumstances in which “a Soviet–Western war becomes ever more 
implausible”, methods of economic rivalry began to replace military 
confrontation (Luttwak, 1990, p. 17). The logic of rivalry between the 
great powers did not disappear, but increasingly adopted the methodology 
of economic rivalry (Luttwak, 1990, p. 17). The instruments of such 
confl ict were therefore economic tools, such as “the more or less disguised 
restriction of imports, the more or less concealed subsidisation of exports, 
the funding of competitive technology projects, the support of selected 
forms of education, the provision of competitive infrastructures, and 
more” (Luttwak, 1990, p. 21). 

In the context of the prolonged war in Ukraine (beginning in 2014), 
as well as the increasingly tense situation surrounding Taiwan, fears have 
arisen that a return to military confrontation between nuclear powers is 
possible. Nevertheless, as Luttwak predicted, the post-Cold War period 
has become a stage for geoeconomic rivalry between powers. Luttwak’s 
concept is, therefore, the main theoretical basis of the author’s study. 

The aim of this article is to analyse the geoeconomic rivalry between 
the United States of America (hereinafter: US) and the People’s Republic 
of China (PRC), i.e., an economic rivalry that has strategic geopolitical 
signifi cance. First, China’s geoeconomic strategy, which has been 
implemented since the late 1970s, is described. The article then examines 
Washington’s response to Beijing’s actions, focusing in particular on two 
American administrations, those of President Donald Trump (2017–2021) 
and Joe Biden (2021–2024). A further research question is whether there 
was a difference in the geoeconomic approach of the two administrations 
towards China. Trump’s policy at the beginning of his second term as US 
President in 2025 is also outlined. Finally, Beijing’s reaction to US policy 
during the administration of both presidents is considered. 

In this article, the author puts forth the following research hypotheses. 
First, China incorporated a geoeconomic paradigm into its policy on 
a large scale, thereby challenging the US, and beginning to undermine 
the primacy of this superpower on a global scale. Second, although 
Washington had possessed the geoeconomic instruments described 
by Luttwak since the 1970s, it was only during the Trump presidency 
that it was forced to respond to the Chinese challenge on a much larger 
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scale than before. Third, the Biden administration continued and even 
strengthened US geoeconomic measures towards China. Fourth, Beijing 
sought to respond to US sanctions each time, while simultaneously 
adapting its own geoeconomic strategy to the deepening confl ict with the 
US. Finally, theoretical conclusions resulting from the author’s analysis 
are presented, along with the implications of the US–China rivalry for the 
European Union. The research methodology is based on the analysis of 
primary sources and scientifi c literature. 

Beijing’s Geoeconomics
The economy is one of the fundamental potentials of a state in the 

international arena, and economic policy instruments, on the one 
hand, serve to develop this potential, while on the other, they are used 
in external relations as a means of political infl uence (Grosse, 2020). 
The basic determinant of potential in geopolitical and economic terms 
is wealth, i.e., the long-term capacity to accumulate capital. This 
is expressed primarily by the size of an entity’s fi nancial resources, 
including, inter alia, those resulting from the competitiveness of the 
domestic economy, favourable foreign trade, and a high quality of the 
fi nancial sector (Subramanian, 2011a). This applies in particular to the 
PRC, which, thanks to its accumulated fi nancial resources – $3.2 trillion 
in 2025 (Trading Economics, 2025) with external debt of $2.4 trillion 
at the end of 2024 (State Administration of Foreign Exchange, 2025) 
– has increasingly become the centre of the new geopolitical order on 
a regional and global scale (Arrighi, 2007). Therefore, China constitutes 
the most signifi cant challenge to the waning primacy of the US. In 
2025, the United States recorded a debt of $36.22 trillion (Fiscal Data, 
2025) with foreign exchange reserves of only $35.2 billion (CEIC, 2025). 
Other economic resources of geopolitical importance include access to 
raw materials, population potential – including its level of education – 
technological advancement, and the innovative capabilities of domestic 
companies. In the latter case, this has a direct impact on the international 
competitiveness and productivity of the local economy, and, in terms of 
security, on the technological advantages of the armed forces.

The aim of geoeconomics – understood as a strategy of public 
authorities – is to increase benefi ts in international exchange, including 
the creation of systemic and durable solutions that provide long-term 
opportunities for capital accumulation. Therefore, the aim is to shape 
international institutions and regulations and build resistance (or 
autonomy) to any pressure from external entities (Subramanian, 2011b; 
Walter, Sen, 2009, p. 101; Grosse, 2009). Geoeconomics aims to create 
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asymmetric economic relations in the era of globalisation, not only to 
maximise one’s own benefi ts, but also to transform interdependence 
relations to more hierarchical ones, striving to gradually subordinate 
external actors. The potential of a national economy and economic policy 
instruments are therefore important as regards improving the geopolitical 
position of a given country, both regionally and globally, while weakening 
competitors. 

China’s overarching geopolitical goal is to build a Sino-centric order, 
initially in the region and subsequently on a global scale (Woon, 2018, pp. 
67, 76; Allison, 2018, pp. 107–132). This is about changing the international 
order that was created after World War II, which, in the opinion of local 
elites, was dominated by the USA and Japan (Holslag, 2016, p. 178). 
The goal is, therefore, for Beijing to gain a dominant position in the 
region, diminish American infl uence, and force Tokyo into a dependent 
relationship with China. According to Chinese scholars, the previous 
Western order was dysfunctional, not only because it brought about crises 
that were detrimental for everyone, but also because it was characterised 
by the pronounced self-interest of the largest powers, primarily the USA 
(Zhao, 2005).

A key element in the transformation of the international order was 
the gradual introduction of the Chinese institutions, such as the Asian 
Infrastructure Investment Bank, which partly complemented and partly 
challenged the Western institutions established under the Bretton 
Woods system. Another element of the Chinese system was the pursuit 
of creating international rules that would align with the interests of the 
PRC, and would bind weaker states (Yu, 2017, pp. 357, 361–362). The 
primary instruments for achieving all these goals were economic tools, 
in accordance with the assumption that an industrial power should fi rst 
be built in order to subsequently become a geopolitical power (Holslag, 
2016, p. 176).

Chinese geoeconomics is characterised by a gradual, total, fl exible, 
and asymmetric approach (Hsiung, 2010, pp. 27–49; Grosse, 2014). 
This entails China introducing changes gradually, often through the 
use of pilot instruments. Simultaneously, it implements strategic goals 
in a holistic manner, using multiple economic and political instruments 
across various sectors, which are additionally supported by a range of 
domestic and foreign public policies. China utilises both legal methods 
as well as measures inconsistent with international law, striving to 
effectively achieve assumed strategic goals at a given stage of the country’s 
development. This refl ects the country’s high degree of fl exibility in 
adapting to internal and external conditions. Moreover, China’s policy is 



41

T.G. Grosse, The Geoeconomics of US–China Rivalry  and Its Implications...

to generate asymmetric benefi ts for the country, preferably at the expense 
of its biggest geopolitical rivals.

The reconstruction of China’s historical power has largely been based 
on the economy, and the Chinese are considered to be particularly adept 
at applying the principles of geoeconomics on a global scale (Blackwill, 
Harris, 2016, p. 11). Since the 1980s, the Chinese economy has grown by 
an average of 10% per year (Allison, 2018, pp. 3–25), slowing only in the 
second decade of the 21st century (Wildau, Feng, 2019, p. 1). The basic 
instrument of geoeconomics is a strong state that controls development 
using both foreign and domestic policies. The geoeconomic model of the 
PRC is based on ownership control over the economy, the moderation of 
market competition, and the protection and support for strategic industrial 
sectors. The state tries to balance so-called “top-down” strategic direction 
with “bottom-up” mechanisms of social activity, including those that are 
a result of the decentralisation of governance. Within the discussed model, 
the state closely supervises fi nancial markets and regulates the fl ow of 
capital. It uses the exchange rate policy to stimulate exports and pursues 
an active industrial policy linked to innovation, science, and education 
policy. The main goal of domestic policy is endogenous development 
based on building lasting competitive advantages for local enterprises. In 
external policy – since the very beginning of China’s transformation – the 
goal has not merely been integration into regional and global economic 
exchange, but rather to build systemic solutions that generate long-term, 
asymmetric benefi ts in the economic and political spheres.

The starting point of the Chinese strategy was the communist economy 
of shortages, which lagged behind not only the Western powers in every 
respect, but also its closest neighbours, the so-called “Asian Tigers”. At the 
threshold of the economic transformation initiated by Deng Xiaoping in 
the 1970s, the international position of the PRC was exceptionally weak. 
The People’s Republic of China had to integrate into globalisation, i.e., 
the international geoeconomic order, which was largely controlled by the 
West, especially by the American elites. However, China’s leaders wanted 
not merely to catch up with the highly developed West, but ultimately 
surpass it. This forced the formulation of a geoeconomic strategy aimed 
at capital accumulation, even at the expense of more powerful rivals. The 
strategy was gradual, employing methods tailored to the current level of 
development and the competitive strength of the Chinese economy.

At the initial stage, China’s advantages were mainly cheap labour and 
low production costs, and, over time, the increasingly attractive Chinese 
trade area. The asymmetry of its geoeconomic strategy was based on 
the accelerated absorption of Western technologies and management 
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methods, achieved partly as a result of forced transfer of knowledge by 
Western investors in exchange for access to the Chinese market. Another 
method of their acquisition was industrial espionage. Subsequently, 
Western technological expertise was increasingly acquired thanks to 
Chinese investments made in the EU and the USA. At the next stage, 
China implemented a strategy aimed at gaining an oligopolistic position 
in the fi eld of raw materials, devices, and components, as well as control 
of supply chains and production processes. The aim was to make Western 
rivals dependent on China in almost every sphere of the economy, most 
recently in the area of climate transformation. Ultimately, China began 
creating its own technologies and standards, designed to increasingly 
ensure geoeconomic dominance at the highest levels of technical 
advancement (Zúñiga et al., 2024). 

The People’s Republic of China skilfully utilised the regional 
cooperation system, as well as the American-led order in the global 
economy. A key source of technology was, to a large extent, the opening 
of the Chinese economy to cooperation with Taiwanese companies 
(and, to a lesser extent, with American and Japanese fi rms) (Tung, Wan, 
2013). The aforementioned cooperation enriched Chinese companies 
with the necessary experience in the management of processes of rapid 
adaptation of production to market needs and technological innovations 
(in accordance with the time-to-market principles). The tendency of 
American corporations to outsource subcontracting activities to East Asia 
(fi rstly to Japan, and subsequently to Taiwan and China) was exploited. 
As a result, Chinese entrepreneurs not only adapted to the liberal rules 
of the global economy, but were gradually able to exploit them to secure 
advantages within the regional and global exchange system. For example, 
acquiring technology from foreign competitors became a common practice 
(Sevastopulo, Bond, 2018, p. 1). It should be emphasised again that the 
dynamic development of the Chinese economy took place within the 
framework of the American-led order, yet it increasingly undermined the 
United States’ position and altered the balance of power in the world. 

An innovative instrument of Chinese geoeconomics are overseas special 
economic zones (Bräutigam, Xiaoyang, 2012). They were initiated in the 
1990s, but since 2006 they have been implemented as part of a government 
program envisioning the creation of fi fty such zones in different parts of the 
world. The discussed instrument was of particular importance in regions 
of strategic signifi cance, i.e., East and Southeast Asia, Latin America, and 
Africa. These zones have been fi nancially and diplomatically supported by 
the Chinese state and supervised by its Ministry of Commerce, with state 
authorities not only granting approval for the creation of each zone, but 
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also ensuring its economic viability. Consequently, the shareholders of each 
project were enterprises from selected industries, most often state-owned. 
Decentralised implementation was achieved through the participation of 
provincial authorities, which also coordinated investments made by local 
companies.

The construction of overseas special economic zones was fully 
consistent with the Go Global strategy adopted in 2000. These zones 
can be described as the economic equivalent of Chinese aircraft carriers, 
serving explicitly geoeconomic purposes. At the same time, they played 
a systemic role in supporting the expansion and entrenchment of Chinese 
foreign investments, shaping asymmetric economic relations and striving 
for the dominance of Chinese entities within cooperation networks 
involving local partners.

Another example of geographical actions are two far-reaching 
initiatives of President Xi from 2013, both referring to the Silk Road 
that has existed since ancient times – namely, the Silk Road Economic Belt 
and the 21st Century Maritime Silk Road. Collectively known as the Belt 
and Road Initiative (BRI), they are designed to advance the economic and 
geopolitical expansion of the PRC (Yeh, 2016, p. 276). This land route 
aims to extend Chinese infl uence across Central Asia and the Middle East 
to Central and Eastern Europe, while a maritime route connects North 
Asia, through East, Southeast, and South Asia to East Africa and the 
Mediterranean Sea (Sidaway, Woon, 2017, p. 594). This maritime route 
is gradually being expanded, among others, to Latin America (Mander, 
2019, p. 4). Both initiatives extend far beyond the region closest to China 
and combine infrastructure investments (transport lines, ports, etc.) 
with the promotion of economic and political goals, including military 
ones – some installations and agreements concluded with partners are 
to serve military purposes (Kwieciński, 2013). Among China’s economic 
aspirations, particular attention should be paid to the expansion of Chinese 
exports to new markets, including the provision of infrastructure-related 
services by Chinese enterprises. This strategy also addresses the problem 
of excess production capacity in many industries (e.g., the production of 
steel, cement, and industrial goods) (Huotari, Heep, 2016, p. 159). Another 
goal is to establish transport routes for the delivery of raw materials to the 
PRC, thereby addressing the dilemma related to raw-material security 
for the country’s economy. These permanent communication corridors 
are intended to consolidate long-term economic relations with partners, 
and, ultimately, render them dependent on supplies of Chinese products 
and capital. This dependency is partly related to loans granted for the 
investments in question by Chinese and international institutions – 
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including the Asian Infrastructure Investment Bank1 (Yu, 2017, p. 359) – as 
well as through long-term leases or Chinese ownership of the constructed 
installations (Yu, 2017, p. 361; Mundy, Hille, 2019, p. 7).

The aim of the PRC is to implement initiatives that guarantee lasting 
and dynamic economic development (Wong, 2013, p. 286; Góralczyk, 
2012, pp. 105–128; Wróbel, 2013, pp. 64–69; Boniface, 2013, p. 439). As 
a result, China surpassed the USA in 2014 and, according to the World 
Bank, became the largest economy in the world (measured according to 
purchasing power parity) (Giles, 2014, p. 1). The basis of this so-called 
“Chinese economic miracle” was its export policy. Exports served as the 
basic source of capital accumulation, which could then be used for the 
most benefi cial external investments from a geoeconomic point of view, 
especially those aimed at acquiring technology. The success of China’s 
policy is evidenced by its long-term export surplus and the fact that, in 
2009, China became the world’s largest exporter (Berger, Martin, 2013, 
p. 66), a position is has maintained for many years. Research indicates that 
the aforementioned surplus is concentrated mainly in sectors supported 
or protected by state authorities (Xing, 2012), proving the fundamental 
importance of public policy in the modernisation of the PRC’s economy.

Exchange rate policy played a signifi cant role in stimulating exports. 
According to the US Treasury, the yuan (RMB) was undervalued by 5 to 
10% against the dollar in the second decade of the 21st century, despite 
the fact that, since the partial liberalisation of this exchange rate in 
2010, the yuan has appreciated by about 12% against the US currency 
(Report to Congress..., 2019, pp. 3–4). The higher the value added of 
domestic production, the more important the exchange rate is for export 
competitiveness (Thorbecke, 2013). Therefore, China continued its 
policy of currency interventions to protect the RMB from strengthening 
too quickly. Meanwhile, with the momentum of the Go Global policy, the 
outfl ow of capital from China increased, which facilitated the policy of 
weakening the exchange rate. 

An important instrument of China’s long-term approach to promoting 
exports was its industrial policy (Hsueh, 2011; Ferchen, 2013; Berger, 
Martin, 2013, p. 64). This policy established the overall conditions for 
endogenous development and actively managed the processes aimed 
at improving the competitiveness of the domestic economy. Its goal 
was, among others, to promote approximately 120 so-called “Chinese 
champions” on global markets (Shambaugh, 2013, pp. 177, 188). This was 

1  In addition, investments regarding the new Silk Roads are fi nanced by the Silk 
Road Fund, the New Development Bank (the bank of the BRICS organisation), and, 
in some cases, even the World Bank.
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achieved through fl exible regulation of individual sectors and industries, 
i.e., ensuring that they were adjusted to the conditions occurring at 
a given time, and top-down control of development processes. The state 
gradually enhanced the framework for market competition, although 
they were strongly diversifi ed depending on the sector. In some cases, 
competition was deliberately limited to only a few entities (in order to 
build industrial champions) or confi ned only to state-owned enterprises 
(State-Owned Enterprises…, 2018) and Chinese companies, both state-
owned and private. In this way, ownership also served as an instrument of 
power over a specifi c sector of the economy, thereby increasing the state’s 
control over development processes.

For China’s industrial policy, so-called “strategic sectors” are of key 
importance. Their defi nition is broad, and encompasses not only activities 
related to national security, but also those concerning economic security; 
for this reason, it applies, among others, to the energy and fi nancial 
sectors. In addition, Beijing considers all industries that develop the 
technological base for the national economy to be strategic, demonstrating 
how much importance it attaches to the development of innovation and 
modern technologies. Strategic status is also conferred on industries 
in which domestic companies are clearly less competitive than foreign 
corporations.

In relation to strategic industries, the state provides stronger 
support for their restructuring and for the development of research and 
innovation. Market competition, as well as private ownership, are more 
tightly restricted. For example, the government allows only state-owned 
companies to operate on a given market and limits the entry of new 
entities. Moreover, access to the market for foreign investors is subject 
to more intensive control, while foreign investment is not permitted to 
involve ownership of public infrastructure or municipal services.

The acquisition of new technologies is of fundamental importance 
in Beijing’s policy, as it leads to obtaining lasting advantages over 
competitors on a global scale. The innovative economy has replaced the 
previous model of the Chinese economy based on cheap labour. One of 
the methods of obtaining technology was the previously discussed policy 
towards foreign direct investment, which served as a source of technology 
transfer. Therefore, the aforementioned investments had a huge impact 
on increasing the share of modern technologies in the value of Chinese 
exports, especially in the 1990s. However, the innovations obtained via 
this method were largely imitative, consisting of transferring previously 
invented foreign solutions to China (Yueh, 2013, pp. 154, 162, 167). 
Subsequently, the Chinese authorities actively encouraged the largest 
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Western corporations to establish research and development centres in 
China. At the beginning of the new century, investments of this type grew 
dynamically, from about 600 centres established in 2004 to over 1,200 in 
2010 (Hannas et al., 2013, pp. 57–68). This process was associated with the 
transfer of intellectual property rights to local partners and the registration 
of patents in China. However, in the initial stage, these activities merely 
adapted existing technologies to the conditions of the local market, which 
was still an imitation of foreign innovations. Later, foreign research 
centres appeared more and more often, dealing with and engaged in the 
creation of the latest technologies. They took advantage of, among other 
things, increasingly better local conditions for such activities, particularly 
the growing supply of highly educated engineering staff.

Another way to obtain technology is to establish scientifi c cooperation 
with leading scientifi c centres in the world and promote scientifi c exchange. 
The state also seeks to attract representatives of the Chinese diaspora back 
to the country, especially those educated at renowned foreign universities 
(Saxenian, 2007; Nankervis, 2013). In 2005 alone, 35,000 scientists 
returned to China. They were offered comfortable working conditions 
in exchange for sharing their acquired knowledge and experience with 
domestic companies, scientists, and students. Many of the scientists 
returning to China established their own companies specialising in 
research and development. An additional means of obtaining technology 
involves external investment by Chinese companies or funds (including 
the China Investment Corporation). Many such investments have been 
made in Europe, and the Eurozone crisis created opportunities for cheap 
takeovers of companies possessing resources of strategic importance to 
China (Hanemann, Rosen, 2012, pp. 32–39; Clegg,Voss, 2012, pp. 21–29).

Finally, another method of obtaining technology is intellectual property 
theft, often carried out via the Internet and with the participation of state 
secret services (Paszewski, 2013, pp. 81–84). Such activities have been 
organised and supported by the Chinese state for many years on a large scale. 
As a result, a huge transfer of wealth from the most developed countries 
to China has occurred, which, according to scientists, poses a threat to the 
US in the form of a permanent loss of competitive advantages (Hannas et 
al., 2013, pp. 216–217).

China is also seeking to create potential for the development of 
domestic technological innovation. The government’s goal is not only to 
quickly close the technological gap between the Chinese economy and its 
biggest rivals in the world, but to surpass them (and their companies). 
Creating domestic innovation is the basis of China’s endogenous 
development strategy (Grosse, 2007, chap. 3). Consequently, the PRC has 
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become a global leader in certain areas of innovation (Zhang, 2024, p. 3) 
and is likely to equal or even surpass the US and other Western powers 
(Atkinson, 2024; Baldwin, 2024).

An important complement to China’s innovation and industrial policy 
is its science and higher education policy. Investments in education, 
including the training of highly qualifi ed personnel for the party apparatus, 
was one of the goals of reforms initiated by Deng Xiaoping (Vogel, 2011, 
p. 702). It was also the basis for economic growth and the development 
of innovation (Li et al., 2011, p. 327). Since 1999, the number of students 
in China has increased by about 30% each year. At the beginning of the 
21st century, China produced more PhDs in engineering sciences than in 
the USA, while Chinese students constituted the largest group of PhD 
candidates at renowned American universities; about 25% of all students 
in exact sciences, including mathematics, engineering, and technology 
(Hille, Waters, 2018, p. 7). The authorities placed particular emphasis on 
raising the level of the ten leading Chinese universities.

China’s geoeconomic advantages over the US and its allies became 
increasingly visible. This was linked to the more assertive stance of the PRC 
in international relations after President Xi Jinping took power in 2013. 
Under his leadership, not only did China begin to expand its armed forces 
(including the navy), but also undertook several important geoeconomic 
projects of strategic importance (including the aforementioned One Belt 
One Road initiative and the expansion of the islands in the South China 
Sea). Military modernisation was based on modern technologies that were 
largely the result of the rapid development of Chinese innovation and 
industry, but also the result of large-scale technological theft (Holslag, 
2016, p. 178).

Xi’s policy diverged from Deng Xiaoping’s earlier maxim of “keeping 
a low profi le” in international politics (Yu, 2017, p. 356). Chairman 
Xi also implemented internal reforms within the Communist Party, 
rebuilding its authority in society (including through a multi-year, 
anti-corruption campaign), and strengthening Chinese nationalism 
and historical policy (i.e., returning to Confucianism) (French, 2017), 
which are the basis for social cohesion and legitimacy of communist 
rule. A key element of his strategy was his economic development 
policy, increasingly based on modern technologies and expansion into 
new markets (Allison, 2018, pp. 107–132). This policy was expressed 
in the Made in China 2025 strategy initiated in 2015. Its aim was to 
transform China into a major economic power by 2049, the centenary 
of the founding of the People’s Republic of China. All this must have 
caused concern among the American elites. 
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Washington’s Response

The hegemony (or primacy) of the United States after World War II 
was based on its economic power, the role of the US dollar as the principal 
international currency, the Bretton Woods institutions (the International 
Monetary Fund and the World Bank), and, fi nally, the norms of the 
international economic order on a global scale, known collectively as the 
Washington Consensus. The liberal norms of the geoeconomic regime 
created by the United States (so-called “globalisation”) favoured the 
expansion of American capital and trade, as the country possessed the 
greatest fi nancial and technological potential, and was therefore the most 
competitive actor in the post-war global economy. 

The geoeconomic supremacy of the USA was seriously challenged only 
in the 21st century by communist China. Within the liberal geoeconomic 
order created by America, a powerful rival emerged, which not only 
caught up with the USA and its allies but used the principles of the 
American regime to systematically eliminate Washington’s economic and 
geopolitical advantages. For many years, Beijing’s accumulation of capital 
was based on a trade surplus with North America and Western Europe, 
facilitated by the processes of deindustrialisation on both continents, as 
well as the West’s growing dependence on raw materials, components, and 
equipment supplied by Chinese companies. In addition, the US appeared 
to be losing its technological advantage in many industries (Poon, 2025, 
p. 145). This had signifi cant geopolitical consequences, as the US was 
losing its military superiority to the China. 

This situation inevitably led to a kind of geoeconomic “revolution” in the 
USA. Its guiding principle was President Donald Trump’s “America First” 
slogan. He fundamentally redefi ned American policy. During the 2016 
presidential campaign, Trump promised to reduce the United States’ trade 
defi cit with the People’s Republic of China, which, in 2017, amounted to 375 
billion dollars. At that time, the presidential candidate argued that China’s 
fi nancial surplus in trade with the USA was eliminating American industry 
and jobs, and, moreover, enabling the accumulation of capital, which was 
then used by the Chinese to purchase American companies with the most 
advanced technologies or other market advantages. Trump also accused the 
Chinese of pursuing unfair trade practices, undervaluing the exchange rate, 
subsidising exports, and stealing intellectual property, resulting in losses 
exceeding 200 billion dollars in total. Moreover, he criticised Beijing for 
limiting access to the Chinese market for American corporations. 

Trump intended primarily to reduce the trade defi cit by imposing 
sanctions on goods imported from China. In doing so, he started a trade 



49

T.G. Grosse, The Geoeconomics of US–China Rivalry  and Its Implications...

war with the People’s Republic of China that lasted for years, and was 
continued by his successor in the White House. Joe Biden even justifi ed 
the continuation of his predecessor’s geoeconomic approach with the 
same words and arguments that Donald Trump had previously used 
(Skonieczny, Sherel, 2024). Biden proved to be far more effective than the 
previous president in encouraging allies, including the European Union, 
to adopt similar protective measures against Beijing to those of the United 
States (Freudlsperger, Meunier, 2024). He referred more often than Trump 
to the rulings of the World Trade Organization (WTO) in disputes with 
the PRC, while simultaneously challenging the verdicts when they were 
unfavourable to the American side. This was the case, for example, in 
December 2022, when a WTO panel ruled that sanctions imposed on steel 
and aluminium imported to the United States were inconsistent with 
international law and should therefore be withdrawn.

President Trump has been reducing the excessive trade defi cit mainly 
through the introduction of punitive tariffs. He launched this policy in 
January 2018 by imposing tariffs on solar panels and washing machines. 
Shortly thereafter, he announced tariff increases on imported steel and 
aluminium. These actions were aimed at all exporters from around the 
world. Then he began to directly attack Chinese exports. In March 2018, he 
imposed sanctions under Section 301 of the Trade Act of 1974 on over 1,300 
products, including aircraft parts, batteries, solar panels, television panels, 
medical devices, satellites, and various types of weapons. Initially, the volume 
of exports covered by punitive tariffs amounted to around $50 billion, but 
in subsequent years it reached a total of over $550 billion. The tariff rates 
imposed on Chinese goods also increased. In addition to the Trade Act, the 
US administration also invoked other legal acts, including the International 
Emergency Economic Powers Act of 1977. Trump’s “revolution” was 
therefore based on legal instruments developed more than 40 years earlier.

As previously mentioned, the Republicans’ tariff policy was continued 
by President Biden, who not only maintained the previous administration’s 
tariffs, but even increased them, including on Chinese solar panels, car 
batteries, steel, aluminium, and medical devices. He even imposed a 100% 
tariff on Chinese-made electric cars. The US authorities’ policy was full 
of exceptions, designed not to excessively harm to the domestic economy. 
Nevertheless, the scope of these tariffs was several times greater than that 
of the retaliatory measures adopted by the Chinese side. As a result, the 
US trade defi cit with the PRC was decreasing, although by a margin far 
smaller than Washington had anticipated. In 2017, the defi cit amounted 
to $375.2 billion, and by 2024 it had decreased to $294.4 billion (The 
Offi ce…, 2025). 
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Another important instrument of American geoeconomics was the 
imposition of restrictions on American exports to China. This was 
especially true for products or services that could supply the country 
with the latest technologies, enabling economic growth and enhances 
international competitiveness. In addition, export restrictions had 
geopolitical consequences, especially when they limited the technical 
advancement of armaments production. The control of American exports 
applied primarily to American companies, but was conducted on a global 
scale, i.e., also beyond the territory of the USA and in relation to any 
entities trading in American devices or technologies. Penalties for non-
compliance with these restrictions could therefore be imposed not only 
on American entities, but also on foreign ones, which are referred to as 
“extraterritorial” sanctions. 

An example of a strategy to limit the export of advanced technologies 
is the semiconductor sector. This primarily concerns a ban on the export 
of the most advanced chips as well as the equipment for their production 
(including extrusion devices), a ban on the provision of services in the 
fi eld of their design, the sale of software and hardware for the development 
of such capabilities by the Chinese side, and, fi nally, the obligation of all 
manufacturers and service providers, including those from outside the 
US, to comply with these restrictions under penalty of fi nancial sanctions 
or exclusion from access to the American market (Uznańska, 2024, p. 2). 
For example, the US administration forced Dutch corporations to limit 
the export of lithographic devices to the PRC for the production of the 
most advanced processors, fi rst in 2019, and subsequently on a larger scale 
in 2023. The strategy was accompanied by a number of sanctions imposed 
directly on numerous Chinese corporations, and was later extended to 
other areas of advanced technology, most notably the artifi cial intelligence 
sector. 

Another important instrument of American geoeconomics was the 
creation of the Entity List (2025), a register of sanctioned foreign enterprises. 
This list was essentially created on the basis of the Export Administration 
Regulations (2025), which had been used intensively against Beijing since 
2018. The Trump and Biden teams were very keen to use the Entity List 
on various occasions to compete with the PRC. By 2024, over 700 Chinese 
companies had been included on the aforementioned list, over 200 of which 
were added as a result of actions taken by the Democratic administration. 
The register restricted the ability of Chinese companies to operate freely 
on the American market, for instance by preventing their participation in 
public tenders or selling devices or software to the public authorities. In 
some cases, Chinese corporations were completely deprived of access to 
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the US market. Sanctions could also include hindering cooperation with 
American companies in the fi elds of, inter alia, investments, the sale of 
devices or services, and joint research and development programs. In other 
words, these were sanctions blocking export and import opportunities for 
Chinese corporations. 

For example, in 2018, President Trump blocked the ability of some 
Chinese technology companies, including Huawei and ZTE, from using 
their equipment or services in the federal administration. In 2019, 
both companies were added to the Entity List, thereby prohibiting any 
form of cooperation with those companies by American entrepreneurs 
or investors. The Biden administration has expanded the scale of 
sanctions imposed on Chinese technology, telecommunications, IT, 
and defence-sector companies. For example, in 2021, China Telecom 
was barred from providing telecommunications services in the United 
States. In August 2023, President Biden introduced a number of other 
restrictions on investment in the Chinese technology sector, including 
semiconductors, microelectronics, developing quantum technologies, 
and artifi cial intelligence (Freeman, 2024). In 2024, extraterritorial export 
restrictions were introduced in the fi eld of quantum computers, super-
modern semiconductors, and GAAFET technology (Gate-All-Around 
Field-Effect Transistors) (Freeman, 2024). The aim was to limit the pace 
of technological development of the PRC’s civilian and military industry 
in segments considered by the American authorities to be particularly 
important in the strategic geoeconomic rivalry between the two great 
powers. 

In 2024, the Countering CCP Drones Act excluded some Chinese 
drone companies from federal tenders. In the same year, the Biosecure Act 
barred companies involved in biotechnology services or production from 
federal procurement. Similar restrictions affected companies specialising 
in climate transformation. Washington imposed high tariffs on devices, 
components, and raw materials imported from China, while limiting the 
access of some Chinese companies to the American market. An example 
of such measures was the Decoupling From Foreign Adversarial Battery 
Dependence Act (2024), which introduced a ban on the purchase of devices 
from six Chinese corporations by federal institutions. In the same year, 
tariffs on car batteries, electric cars, a number of critical minerals and 
metals, and solar panels imported to the US were signifi cantly increased. 
The aim was to reduce American dependence on Chinese manufacturers 
in the climate transformation sector, as well as to limit the accumulation 
of capital by the PRC. Later, during his second term, President Trump 
departed from the previous US climate policy, aiming not only to weaken 
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the scale of imports of components and raw materials from the China, but 
also to improve the price competitiveness of the American economy.  

Other restrictions imposed by the US authorities concerned Beijing’s 
devaluation of the yuan in order to increase the competitiveness of 
Chinese exports. In 2019, the US Department of the Treasury designated 
China as a currency manipulator and excluded Chinese entities from 
participating in tenders organised by the US government. Measures were 
also taken to counteract the theft of technology by the Chinese side, the 
most important manifestation of which was the Biden administration’s 
Protect America’s Innovation and Economic Security from CCP Act (2024). 
Steps were also taken to protect strategic infrastructure and American 
agricultural land from foreign investors from countries regarded as 
geopolitical rivals. The Protecting American Agriculture from Foreign 
Adversaries Act (2024) particularly restricted the freedom of action of 
Chinese investors. 

Finally, an important aspect of Washington’s policy was the sphere of 
geoculture, or security understood in the broad sense of culture (Grosse, 
2023). The aforementioned actions include reducing public funding for 
universities opening Confucius Institutes, i.e., institutions sponsored by 
the PRC, as well as limiting the activity of Tik Tok in the US. Based 
on the Strategic Competition Act (2021), close monitoring of academic 
and scientifi c cooperation between Chinese and American educational 
institutions began. 

Another category of pressure exerted on China was political sanctions. 
They resulted, for example, from accusations of human rights violations 
in the Chinese province of Xinjiang or the repression of political 
protesters in Hong Kong. The sanctions most often targeted people 
holding positions within the administration, although some restrictions 
also applied to Chinese companies or other areas of economic activity. For 
example, a ban was introduced on the import of goods from companies 
using forced labour in Xinjiang. In January 2021, the import of cotton 
and tomatoes from this province was suspended. Sanctions imposed on 
Chinese pharmaceutical companies contributing to the drug trade or the 
fentanyl epidemic in the US were of a similar nature. 

Much more serious were the restrictions aimed at individuals and 
companies contributing to the strengthening of the military potential 
of Russian forces during their aggression against Ukraine. The most 
common method was to include Chinese corporations helping Moscow 
on the Entity List covered by such restrictions. Sanctions were also aimed 
at Chinese companies supporting Iran’s nuclear or missile programs. 
A number of other sanctions targeting the arms sector in the PRC, 
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including individual corporations producing for military needs, should 
also be included in a similar category. 

An important instrument of American geoeconomics was to cut off the 
Chinese economy from American capital, although some of the sanctions 
had an extraterritorial dimension, and were thus aimed at limiting the 
infl ow of capital from non-American investors as well. One such measure 
was a ban introduced by Donald Trump in 2020 on the purchase of bonds 
or other forms of investment in Chinese corporations recognised by the 
US Department of Defence as “a support base for the armed forces of 
communist China” (DoD, 2020). The Biden administration later extended 
these investment restrictions (Biden bans..., 2023). Another example of 
the same policy was the order by the US authorities in 2021 to delist fi ve 
Chinese corporations with ties to the Chinese People’s Liberation Army 
from the New York Stock Exchange.  

An important tool of American geoeconomics was huge investment 
programs, often offering tax breaks to American entrepreneurs in 
exchange for developing their business in strategic directions preferred 
by the federal authorities. These initiatives were directly related to the 
geoeconomic rivalry between the USA and the PRC. For example, in 2021, 
the US Congress passed the Innovation and Competition Act, which allocated 
250 billion dollars to support the domestic semiconductor industry, the 
development of 5G technology, and the funding of the National Science 
Foundation. The following year, the Infl ation Reduction Act (2022), which 
provided funding for the American economy in the amount of 891 billion 
dollars, including 783 billion for the energy sector and climate change 
initiatives was also passed. 

Another form of US geoeconomics was the support provided to allies 
abroad. An example of such a policy was the aforementioned Strategic 
Competition Act of 2021, which established a communication infrastructure 
development program for countries in the Indo-Pacifi c region. It was 
a direct response by the US to China’s Belt and Road Initiative.

The United States exerted huge infl uence over the shaping of 
international regulations and technological standards in the global 
economy. However, as China’s geoeconomic  infl uence has grown, the 
regulatory infl uence of the USA worldwide has decreased. Therefore, 
the Americans have increasingly sought agreement with the Europeans 
when setting technological and industrial standards. In addition, federal 
authorities, including specialised agencies, have assumed a greater 
regulatory role than before. This has weakened the previous practice, 
which had granted a lot of freedom in this matter to the most dynamic 
private entities and business organisations (Zúñiga et al., 2024, p. 1642). 
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Beijing’s Reply

The challenge posed to the Chinese by Trump and Biden was, of 
course, met with a reaction from Beijing. Although in 2019 the National 
People’s Congress – the parliament of the People’s Republic of China 
– passed a law prohibiting the forced transfer of intellectual property 
to foreign investors operating in the PRC, the aforementioned law also 
introduced a number of instruments facilitating retaliatory measures in 
the event of sanctions imposed on citizens or companies from the PRC. 
Moreover, in 2021 the same parliament passed a special anti-sanctions 
law, thus enabling effective retaliation from China (Zhang, 2021). 
Beijing responded primarily to customs sanctions, albeit on a much 
smaller scale than those the US imposed. This led to a prolonged trade 
war. For instance, in August 2019, in response to Donald Trump’s 
sanctions, the import of some American agricultural products to 
the PRC was suspended. The disputes were temporarily resolved in 
January 2020, but it soon became apparent that the Chinese side was not 
fulfi lling its commitments and was not importing, among other things, 
agricultural products from the US in the appropriate quantities. This 
led to a resumption of the trade war.

The PRC has also responded to political sanctions. For example, it has 
reacted to sanctions imposed by Washington over alleged human rights 
abuses in Xinjiang or Hong Kong, and has also retaliated against US 
military support for Taiwan. Another example of political punishment was 
the imposition of restrictions on twenty-eight members of the outgoing 
Republican administration in early 2021. The aim was to exploit the deep 
polarisation in American democracy and exacerbate existing divisions. 
However, the incoming Biden administration strongly condemned the 
Chinese sanctions. Thus, the change of administration in Washington has 
not ended the exchange of blows between the two sides. 

The Chinese authorities have reduced their dollar reserves (by over 
25% in total) and have also lowered the yuan’s exchange rate against 
the US dollar. They have also introduced their own “list of unreliable 
entities”, modelled on a similar US list. In February 2023, it included, 
among others, US arms corporations supplying equipment to Taiwan 
(Ministry of Commerce, 2025a). These companies have been banned 
from engaging in import-export activities in the PRC and from making 
new investments in China. Senior management staff have been banned 
from entering China, and their previous work and residence permits have 
also been revoked. Moreover, these companies have been fi ned an amount 
twice the value of their arms sales to Taiwan. 
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In 2023, the Ministry of Commerce of the PRC (2025b) decided to 
cut off the American economy from access to two strategic metals – 
gallium and germanium – taking advantage of the fact that about 90% 
of gallium and 60% of germanium on a global scale were supplied by 
Chinese corporations (Jakóbik, 2023). The restrictions aimed to limit 
the production capacity of advanced semiconductors in the USA. The 
Chinese side’s response to the American sanctions was also to focus on 
the production of semiconductors on a mass scale that were slightly less 
technically advanced, but still essential for the military and automotive 
industries as well as for such climate transformation initiative as 
those implemented in the EU and the USA. The aim was to make 
rival economies dependent on supplies of relatively cheap processors 
produced in China, to develop the manufacturing and technological 
potential of Chinese enterprises so that it could meet domestic and 
export needs, as well as to bypass trade barriers imposed by the United 
States (Uznańska, 2024, pp. 6–7). To this end, Chinese entrepreneurs 
cooperated intensively with entities operating in Mexico and Canada, 
among other countries.  

Following the US export sanctions, Beijing introduced similar, 
reciprocal measures against the US, such as restrictions on the export 
of Chinese laser radars, drones, and biotechnology products (Freeman, 
2024). Beijing later extended the restrictions to devices and technologies 
with dual civilian-military uses.

A characteristic feature of the Chinese authorities’ actions was their 
attempt to respond to Washington’s successive sanctions in a similar 
way, employing almost identical instruments and arguments as the US. 
Following the US’ accusations to the WTO, the PRC also initiated, for 
example, anti-dumping procedures and sought to use international law 
against the US. China presented itself as another victim of Trump’s chaotic 
actions and called for common sense, responsibility, and respect for 
international trade norms. Sometimes it even defended the principles of 
globalisation against the Americans, accusing them of destructive actions 
and destroying their own economic order. Nevertheless, the Americans 
were more often on the defensive, trying to stop the development and 
expansion of the People’s Republic of China, while also having to respond 
to the asymmetric geoeconomic methods used by the PRC. It is also worth 
emphasising that the competitive approach to China was a non-partisan 
policy in America.
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The Next Phase of the Dispute

In 2018, Donald Trump began a systemic geoeconomic rivalry with 
the People’s Republic of China. As a result, he began to deconstruct 
globalisation, that is, the economic system that the Americans had built 
after World War II, which conferred too many benefi ts on China. After 
returning to power in 2025, Trump continued this economic rivalry with 
Beijing, mainly by imposing high tariffs on goods imported from the PRC 
(in April 2025, these tariffs amounted to 145%). In this way, he tried to 
transfer production and industrial investment from China to the United 
States, as well as to reduce the dependence of the American economy on 
Beijing. Some goods produced in the People’s Republic of China such 
as smartphones, laptops, hard drives, memory chips, processors, and 
semiconductor production equipment – all of which are important for the 
American economy – were traditionally exempted from punitive tariffs. 
Trump also sought to limit other countries’ economic relations with the 
PRC. For example, in exchange for easier access to the American market, 
he demanded that they reduce the scope of their trade with China. He also 
wanted to cut Beijing off from American technology and capital, including 
a complete closure of the US capital market to Chinese companies.

The People’s Republic of China has been preparing for another 
round of geoeconomic clashes with the US for several years, mindful 
of the policy pursued by Washington since 2018 and aware of the scale 
of sanctions imposed on Moscow after 2022. Above all, it has sought to 
become independent of American technology and capital (Zhang, 2024, 
p. 3), fi nd new markets for its goods, and portray US policy to everyone as 
a threat to free trade in the world. It has also sought to make Europe and 
America dependent on strategic raw materials, production chains, and 
relatively cheap components or devices. China has responded to Trump’s 
tariffs by refraining from purchasing American raw materials, food, and 
fl agship exports, such as Boeing passenger planes. It has also imposed its 
own tariffs on American goods, which in April 2025, reached 125%. As 
with the US, the Chinese authorities have also exempted some American 
goods from punitive tariffs, including pharmaceuticals, integrated circuits, 
and aircraft engines. Beijing has also decided to limit access to rare earth 
elements for the US and its allies, including the EU. This could hamper 
plans for the revival of industry in America. Beijing has also consistently 
sought to reduce the role of the dollar as an international currency. At 
the same time, it wanted to capitalise on the chaos caused by Trump’s 
mass imposition of tariffs (on the famous, so-called “Liberation Day” in 
early April 2025) to deepen economic relations with the EU, as well as 
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African, Asian, and Latin American countries. The aim was, therefore, 
to supplant the US as the main partner in global trade relations, while 
simultaneously increasing the credibility of the PRC as a stabilising force 
in global economic exchange. It was also about drawing US partners and 
allies closer to China in the ongoing geoeconomic confl ict.

A good example of such developments is the European Union; 
threatened by Moscow and increasingly linked to Beijing in the economic 
sphere, while being previously linked by strong geoeconomic relations 
with Washington. After World War II, Western Europe was dependent on 
the USA in the sphere of security, which had consequences in the form of 
the strengthened infl uence of the Americans over European integration 
and promoted the development of transatlantic economic relations. 
However, Trump’s distancing of himself from the responsibility for the 
security of Europe, which is commonly referred to as the offshore balancing 
strategy (Bartosiak, 2025, pp. 144–145), has geoeconomic consequences. It 
may not only lead to a reinforcing of the EU’s economic dependence on 
Beijing, but also encourage European elites to seek support from the PRC 
in the fi eld of security, considering the extent to which China has become 
a broad base for Moscow in its war waged in Ukraine. 

In May 2025, representatives of the US and the PRC decided to slow down 
the trade war. Washington reduced punitive tariffs imposed on Chinese 
products to 30%, while Beijing reduced tariffs on American products to 
10% (Verhelst et al., 2025). Subsequently, both sides held intensive talks on 
the further reduction of mutual sanctions. Washington expected Beijing to 
curb the illegal fl ow of fentanyl into the Unites States, and limit Chinese 
support for Moscow during the war in Ukraine, particularly through the 
purchase of Russian oil and other energy resources. Nevertheless, the Trump 
administration was primarily interested in lifting Beijing’s restrictions on 
the import of rare earth elements and other strategic raw materials into 
the United States. In exchange for the unblocking of Chinese supplies of 
rare earth elements and other strategic raw materials, the United States 
permitted the export of American advanced AI chips, such as Nvidia’s 
H20, whose shipment to China had previously been banned for national 
security reasons. In October 2025, the US reduced the “fentanyl” tariff on 
Chinese goods entering the US from 20 percent to 10 percent, following 
a meeting between President Donald Trump and President Xi Jinping 
in Busan, South Korea. The US also extended the 10 percent “retaliatory” 
tariff rate for another year, suspending the additional 24 percent rate that it 
initially imposed on China in April, 2025. In response, China adjusted its 
countermeasures and both sides agreed to extend certain tariff exemptions. 
For instance, the US Trade Representative extended tariff exclusions on 
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178 Chinese products until 10 November 2026. The excluded products 
cover a broad range of industrial materials and equipment, including solar 
manufacturing equipment, various types of machinery components, plastic 
fi lms, electric motors, and catalysts, as well as medical devices, certain fabrics, 
and a number of vehicle components. This all indicated that the Trump 
administration appeared to be conceding to Beijing in the trade war.

However, the fundamental confl icts of geoeconomic interests remain 
unresolved, paving the way for further escalations of the dispute in the 
future. For instance, in October 2025, both sides introduced additional 
charges on maritime cargo transport, including fees imposed on vessels 
and carriers – American ones operating in Chinese ports and Chinese 
ones in American ports. These measures may also have affected European 
shipping companies with even minimal American investor participation. 
Furthermore, China has been drastically reducing rare earth element 
supplies to the US and the EU since at least September 2025, particularly 
to defence, aircraft, automotive, and telecommunications companies. 
The tensionson on both of these issues were resolved during the 
aforementioned meeting in Busan, South Korea, but they nonetheless 
demonstrate how easily the economic war can escalate again. At the same 
time, geopolitical confl icts between both sides have continued to grow, 
concerning issues such as Ukraine, Iran, North Korea, and Taiwan. All 
this means that the prolonged economic rivalry has been compounded 
by increasingly strong geopolitical tensions, which might one day lead 
to direct military confrontation between the US and the PRC. Military 
confrontation, however, is not a foregone outcome. The US could choose 
to withdraw from the rivalry with China in Asia, similar to the Trump 
administration’s attempt to withdraw some of its armed forces from 
Europe and shift the burden of security responsibility onto European 
allies. This would entail Washington relinquishing its global hegemonic 
ambitions and a geopolitical retreat in order to control its immediate 
sphere of infl uence, primarily the Americas.

Conclusions

At the outset of the geoeconomic confl ict with the People’s Republic 
of China, Donald Trump tweeted that “trade wars are good and easy to 
win” (Trump tweets..., 2018). It turned out, however, that this was just the 
beginning of a protracted dispute, which, moreover, extended far beyond 
the issue of the excessive trade defi cit with China. It was a geoeconomic 
confrontation, the primary aim of which was to curb China’s rising 
technological, fi nancial, industrial, and export capabilities, and, by 
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extension, its military potential. Collectively, these development posed 
a great geopolitical challenge for the American elites. 

The dispute with China was risky for the United States. At stake were 
the potential loss of the privileged position of the American dollar, and 
the turning of previous partners and allies towards China, thereby the 
strengthening of Beijing’s central role in the world economy. Instead of 
a revival of industrialisation in the USA, the country faced the prospect 
of fi nancial turbulence, diffi culties in servicing its debt, and a potential 
recession. The risk of a transition from an economic war to a military 
confl ict between the United States and China was also increasing.

During the analysis, the research hypotheses were confi rmed. First, 
China introduced the geoeconomic paradigm into its policy on a large 
scale and thus challenged the US, as it began to undermine the primacy 
of this great power on a global scale. Second, although the United States 
had possessed the geoeconomic instruments described by Luttwak since 
the 1970s, it was not until the Trump presidency that it was forced to 
respond to the Chinese challenge, and on a much larger scale than it 
had done before. Third, the Biden administration continued and even 
strengthened Trump’s geoeconomics towards China, while simultaneously 
pursuing a completely different policy towards US allies (primarily EU 
countries) compared to the Republican administration. Fourth, Beijing 
consistently tried to respond to US sanctions, while adapting its own 
geoeconomic strategy to the situation of the deepening confl ict with the 
US. For example, it tried to base its own development to a greater extent 
on domestic demand and domestic technologies and investments, sought 
geoeconomic expansion in Europe, Latin America, Asia, and Africa, and 
also sought to avoid US sanctions as much as possible, particularly those 
related to access to fi nancial markets and modern technologies.

The theoretical conclusion resulting from the author’s analysis is that 
the logic of geoeconomic rivalry carries the potential to escalate into a full-
scale military. Contrary to Luttwak’s concept, the author therefore considers 
that there is a possibility of an economic confl ict turning into a military 
one. For now, though, in the middle of the third decade of the 21st century, 
so-called “proxy wars” involving both powers have been intensifying. This 
is how we can look at the war in Ukraine, for example, in which Kiev has 
been supported by the West – led by the USA until 2025 – while Moscow 
has received backing from Beijing and its geopolitical allies. 

The growing US–China rivalry is having an increasingly negative 
impact on the European Union, being costly both economically and in 
terms of its international standing, and thus geopolitically. Washington 
has been shifting a number of its own hegemonic costs onto the EU and its 
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Member States, including those related to America’s economic recovery. It 
has also pressured allies to limit economic relations with Beijing and even 
impose sanctions on China in some cases. Europe has been dependent on 
America for decades as regards its security, and the growing threat from 
Moscow has further accentuated this dependence. This has compelled the 
EU to accommodate many of Trump’s expectations.

At the same time, the EU has become increasingly dependent on China, 
particularly in geoeconomic terms. This applies to access to the Chinese 
market and its dependence on Chinese raw materials and products, 
essential not only for the climate transition but also for industry, including 
arms production. Therefore, Brussels has been reluctant to unequivocally 
side with Washington in its rivalry with China. For example, it has 
hesitated to impose serious economic sanctions on China, even if they are 
limited to select Chinese companies. Certainly, the EU could not afford 
a full-scale trade war with Beijing. As a result, the EU has found itself 
trapped in the US–China rivalry. Nevertheless, at least in the middle of 
the third decade of the twenty-fi rst century, continental Europe remains 
geopolitically aligned with the United States. However, this relationship 
could change, particularly if Beijing secures a geoeconomic advantage 
over Washington and the latter adopts a strategy of curtailing its global 
hegemonic ambitions, defi nitively withdrawing from its responsibility 
for European security. 
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