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Abstract. The deepening trend towards polycentrism has become one of the main reasons for the aggravation 
of trade contradictions between the leading participants of the global market. The foreign economic policy of 
developed countries is largely determined by the tasks associated with countering the onslaught of the PRC, but 
is not limited to them. It pursues the goals of reindustrialization and reducing dependence on imports, and is 
aimed at diversifying sources of supply of strategic goods. Unlike the United States, which prefers coercion to 
cooperation and ultimatums to compromises, the EU foreign trade policy is focused on expanding rather than 
curtailing external ties, on creating international alliances rather than isolationism. In China’s foreign economic 
policy, the goals of import substitution and import diversification are also quite clearly traced. They are focused 
mainly on the tasks of reducing dependence on foreign technology by building up its own scientific and technical 
potential, as well as increasing the importance of the domestic market compared to the foreign one. The trade 
war against the rest of the world, started by Washington, could become a catalyst for the division of the world 
economy into two blocs. Partial and temporary mutual isolation between blocs is possible. But a radical split will 
not occur: such an option would entail unacceptably high costs for everyone. The trend towards polycentrism does 
not make fragmentation of world trade inevitable. The first is determined by objective reasons – ​the emergence 
of new leaders in the world economy. The second depends on the foreign trade policy of the leading powers, 
in which the  lines of import substitution and import diversification are clearly visible. Fragmentation is 
promoted by the import substitution policy, while diversification policy leads to the development of global trade. 
The  interweaving of these two directions in the  trade policy of leading countries makes the  movement from 
polycentrism to fragmentation a story with an open ending.
Keywords: international trade, foreign trade policy, protectionism, import substitution, import diversification, 
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Аннотация. Рассмотрены современные тенденции и направления во внешнеторговой политике – ​
рост протекционизма, импортозамещение и диверсификация импорта в трех центрах мировой 
экономики (США, КНР и ЕС). Определены возможные последствия торгово-политического на-
ступления, предпринятого американской администрацией в  первой половине 2025  г., включая 
усиление тенденции к фрагментации мировой торговли, замедление роста американской и всей 
мировой экономики, деградацию отношений с  ЕС, ускорение инфляции, ослабление позиций 
США на мировом рынке.

Ключевые слова: международная торговля, внешнеторговая политика, протекционизм, импорто-
замещение, диверсификация импорта, полицентризм, фрагментация мировой экономики.
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The  deepening trend toward polycentrism in 
international economic relations has become one 
of the main reasons for the escalation of trade con-
troversies among the leading players in the global 
market. International trade is increasingly influ-
enced by political factors, while foreign economic 
policy is becoming more protectionist. Along with 
restrictions on foreign investment and interna-
tional migration, trade barriers are contributing to 
the  fragmentation of the  global economy. There 
are two dimensions to this trend toward fragmenta-
tion: bloc-based and regional. The former is driv-
en by geopolitical factors, while the latter emerged 
as one of the consequences of the 2020 pandemic. 
Today, the  main threats stem from the  political 
sphere. In foreign economic policy, particularly in 
trade, investment, scientific, technical, and coop-
erative relations, the importance of political prox-
imity between partners has increased significantly. 
The  damage caused to global economic growth 
by rising protectionism is evident. Nevertheless, 
the scope of trade restrictions continues to expand, 
and with Donald Trump’s return to the U.S. pres-
idency, it has become increasingly unpredictable.

INCREASED PROTECTIONISM

It is worth remembering that during the Great 
Depression of the 1930s, the desire to isolate from 
the outside world and “protect” domestic produc-
ers had devastating consequences for the  global 
economy. The  Smoot-Hawley Act (1930), which 
provided for a sharp increase in U.S. customs tar-
iffs, provoked retaliation from other countries and 
led to a collapse in international trade, contributing 
to the deepening of the crisis in the United States 
itself and its spread to virtually the entire world.

It would seem that the negative experience of 
attempting to solve domestic problems at the ex-
pense of international partners should have per-
manently discredited the  idea of a  protectionist 
response to economic difficulties. Indeed, the sec-
ond half of the 20th century was marked by active 
trade liberalisation, which significantly accelerated 
the processes of globalisation. Until recently, WTO 
(World Trade Organization) members generally 
adhered to its rules, and disputes were mostly re-
solved through a mechanism specifically designed 
for such cases. In particular, during the 2008–2009 
crisis, often referred to as the Great Recession by 

analogy with the crisis of the 1930s, protectionist 
measures generally remained within the limits set 
by WTO rules. During the  COVID‑19 pandem-
ic, trade restrictions were short-lived and main-
ly concerned the  export of medical products. At 
the same time, the number of new measures aimed 
at trade liberalisation exceeded the number of ad-
ditional restrictions.

However, it should be noted that the  lesson 
learned nearly a century ago has not been fully ab-
sorbed. In the  context of the  emerging trend to-
ward greater fragmentation of the global economy, 
countries increasingly resort to unilateral trade 
policy measures with a  protectionist orientation. 
Accordingly, the  number of protective measures, 
anti-dumping, countervailing, and special mea-
sures, is growing.

According to WTO data, a  total of 173 an-
ti-dumping investigations were initiated, and 135 
anti-dumping measures were adopted in 2010. 
In 2020–2021, these figures peaked: in 2020  – 
355 and 110; in 2021 – 186 and 286, respectively. 
Activity then declined: in 2022  – 89 and 107; in 
2023 – 191 and 86. A similar trend was observed 
for countervailing measures: in 2010, 9 investiga-
tions were initiated, and 19 measures were tak-
en; in 2020 – 56 and 24; in 2021 – 18 and 41; in 
2022 – 19 and 18; in 2023 – 27 and 11. As for spe-
cial protective measures, the picture is less consis-
tent: in 2010 – 20 investigations and 4 measures; in 
2020 – 22 and 12; in 2021 – 10 and 9; in 2022 – 4 
and 2; in 2023 – 12 and 6 [sources 1, 2]. However, 
it is well known that small quantitative indicators 
are, by nature, more volatile.

The  trend toward protectionism cannot be 
described as dominant. Alongside restrictions, 
governments are also introducing measures to 
facilitate trade, such as reducing customs duties, 
eliminating restrictions, and simplifying customs 
procedures. Moreover, such actions generally out-
weigh restrictive measures in terms of their impact 
on international trade (Table 1).

Among the  trade policy measures adopted by 
WTO member countries during the  COVID‑19 
pandemic, trade-facilitating measures predom-
inated. This trend was particularly evident in 
the area of import regulation, whereas export pol-
icy was largely dominated by restrictions. Subse-
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quently, most of these export restrictions were lift-
ed. As of mid-October 2024, 114 trade-facilitating 
measures adopted during the pandemic remained 
in force, compared with only 27 restrictive mea-
sures (Table 2).

Nevertheless, import restrictions are in-
creasing. In particular, between 2015 and 2023, 
the  number of import restrictions in force rose 
from 531 to 2,610, and the volume of world trade 
affected by them increased from 3.24% to 10.48% 
(Table 3).

The  current stage of protectionism is char-
acterised by “the increasing transformation of 
protective instruments into coercive tools” [1]. 
This observation presumably applies primarily to 
Donald Trump’s trade policy. The  initiative in 
the trade conflict between the USA and China has 
come from the  American side, which previously 
resorted to restrictions that became the subject of 
dispute within the WTO. In 2018, Donald Trump 
initiated the  current phase of confrontation with 

Beijing by sharply increasing import tariffs on 
a number of Chinese goods. Subsequently, export 
restrictions were introduced, aimed at the  tech-
nological containment of China, which, in turn, 
adopted a number of retaliatory measures against 
American products.

Attempts to resolve the trade conflict brought 
only a temporary lull. High hopes were pinned on 
the deal between Washington and Beijing conclud-
ed in early 2020. However, it did not bring about 
the desired increase in American exports to China. 
During Joe Biden’s presidency, the course of trade 
confrontation with China continued.

In February 2025, Trump launched a  new 
round of trade wars by announcing extremely high 
tariffs on all significant participants in world trade. 
Tariff increases were announced and then post-
poned, accompanied by threats of even higher 
rates if partners implemented retaliatory measures.

Forecasts for global trade development have 
been marked by heightened expectations of a wide-

Table 1. Share of world trade covered by new trade-facilitating and trade-restricting measures, 2013–2024, %

2013–
2014

2014–
2015

2015–
2016

2016–
2017

2017–
2018

2018–
2019

2019–
2020

2020–
2021

2021–
2022

2022–
2023

2023–
2024

Trade facilitation measures 6.40 0.91 1.51 1.07 1.68 2.80 3.88 2.74 4.72 3.80 5.30
Measures restricting imports 1.17 1.23 0.62 0.50 3.33 3.84 2.40 0.60 0.74 0.71 2.45
Protective measures 0.20 0.17 0.55 0.48 0.53 0.24 0.36 0.15 0.04 0.10 0.40

Note. The annual period is calculated from mid-October.
Tables 1, 2, and 3 are compiled according to: [sources 1, 2].

Table 2. Number of regulatory measures adopted by WTO member states in connection with the COVID-19 pandemic

Trade facilitating Trade restrictive

Total adopted Including those 
cancelled1 Total adopted Including those 

cancelled1

Affecting imports 213 125 21 11
Affecting exports 27 11 175 160
Other 16 6 9 7
Total 256 142 205 178

1 As of mid-October 2024.

Table 3. Current import restrictions, 2015–2023

2015 2016 2017 2018 2019 2020 2021 2022 2023
Number of import restrictions in force 531 496 736 1383 1550 1427 1992 2280 2610
Share in global imports, % 3.24 3.12 4.18 7.10 7.66 7.69 8.85 8.53 10.48
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spread rise in protectionism. According to surveys 
conducted on the eve of the 2025 World Economic 
Forum, most leading economists working for in-
ternational organisations, large companies, and 
banks believe that the  main factors determining 
the development of global trade over the next three 
years will include protectionism, supply chain 
restructuring, national security measures, and 
conflicts, including sanctions. The  forecasts also 
point to outpacing growth in intra-regional trade 
flows compared to inter-regional ones, along with 
the continued trend toward maintaining econom-
ic ties mainly with politically aligned countries 
[source 3].

The  foreign economic policy of developed 
countries is largely shaped by efforts to counter 
pressure from China, but is not limited to this ob-
jective. It also pursues goals such as reindustriali-
sation and import substitution, and aims to diver-
sify sources of supply for strategic goods. The use 
of export restrictions in the high-tech sector is ex-
panding, as is the application of instruments de-
veloped under the climate agenda. All three major 
economic centres aim to draw as many countries as 
possible into their respective spheres of economic 
influence through global infrastructure projects. 
It is not possible to outline the  entire spectrum 
of contemporary foreign trade policy directions 
in a single article. It can only be noted that these 
policies share many points of intersection in terms 
of goals, instruments, and methods, especially in 
the areas of import substitution and import diver-
sification.

IMPORT SUBSTITUTION POLICY

The import substitution policy is aimed at re-
ducing dependence on foreign supplies. This pri-
marily applies to goods of strategic importance 
in the current environment (e. g., rare earth met-
als, semiconductors, batteries, solar panels, etc.). 
Strategic initiatives and legal acts adopted in re-
cent years by the three centres of the global econ-
omy, the  USA, China, and the  EU, provide for 
significant state funding aimed at creating condi-
tions conducive to capital inflows and the  build-
up of industrial, scientific, and technical potential. 
The  import substitution policy largely coincides 
with the  reindustrialisation policy in terms of its 
instruments and methods.

The USA has passed a number of laws aimed 
at accelerating technological development and 
encouraging investment. The  best known are 
the CHIPS and Science Act (2022) and the Infla-
tion Reduction Act (2022). The  former provides 
significant subsidies and tax benefits to stimu-
late the  development and production of semi-
conductors. The  latter stimulates the  production 
of electric vehicles in the  United States through 
tax remissions, conditional on the  use of locally 
manufactured components. Both are designed to 
promote import substitution in industries driving 
progress in key areas of modern development, such 
as artificial intelligence and the energy transition.

Between 2018 and 2025, the  USA repeated-
ly tightened export control measures, prohibiting 
American companies from exporting high-tech 
products to China or manufacturing them on Chi-
nese territory. The ban also applies to companies 
from other countries that use American technol-
ogies in the production of these goods. These re-
strictions, aimed at curbing the growth of China’s 
industrial and scientific/technical potential, si-
multaneously slow down the  transfer of produc-
tion from the  USA abroad. However, as related 
studies have shown, such measures can lead to 
higher product prices. To achieve economic gains, 
measures to curb foreign production must be suf-
ficiently radical and comprehensive, and promote 
the  return of production (reshoring). This result 
is easier to achieve when differences in compar-
ative advantages between countries are small [2]. 
Obviously, this condition is not met in the case of 
the USA and China.

Washington, in its attempt to deprive China of 
access to advanced semiconductor technologies, 
needs the support of Japan, South Korea, and Tai-
wan. leaders in the global market. All have joined 
CHIP‑4, a four-party alliance created on the ini-
tiative of the USA. However, its successful opera-
tion is hampered by a lack of mutual trust, as well 
as the close ties of some leading companies, espe-
cially those from South Korea, with China, which 
serves them as an important source of materials, 
a sales market, and an area for investment [3].

For obvious reasons, in the case of the PRC, 
the  issue is not reindustrialisation, but rather 
the development of industrial and scientific/tech-
nical potential. However, the goals of import sub-
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stitution are clearly traceable in Beijing’s foreign 
economic policy, which is mainly focused on re-
ducing dependence on foreign technologies and 
on the external market as a whole. The “dual cir-
culation” strategy and other initiatives adopted by 
the PRC in recent years envisage the expansion of 
the domestic market and the acceleration of Chi-
na’s scientific and technological development.

In pursuit of its goal of becoming a global leader 
in innovation, China uses a variety of tools, includ-
ing state funding for research and development, 
the acquisition of Western companies with the nec-
essary expertise, the development of international 
cooperation ties, and encouragement for students 
to study abroad, with a  view to their subsequent 
return. A  significant portion of technology enters 
China through foreign direct investment, especial-
ly in the  form of joint ventures. Western partners 
are dissatisfied with being forced to transfer tech-
nologies. In addition, Chinese companies are often 
accused of illegally borrowing technical solutions, 
accompanied by copyright infringement.

The  EU’s foreign economic policy also plac-
es great emphasis on reducing dependence on ex-
ternal factors in strategic sectors. At present, Eu-
rope depends on supplies of certain materials from 
countries that can hardly be considered strategic 
partners. This applies above all to China, which 
holds a  virtually monopolistic position in global 
supplies of several rare earth elements. Moreover, 
European leaders are trying to halt the emerging 
lag in some key areas of scientific and technologi-
cal development.

The  main ideas in this area are set out in 
the  EU’s strategic autonomy concept. Initially 
focused on security, political independence, and 
the protection of European values, over time it has 
become increasingly concentrated on econom-
ic content. Its development in this direction has 
been stimulated by strengthened protectionism in 
U.S. trade policy, China’s economic advance, and 
the COVID‑19 pandemic. A reassessment of this 
experience in the context of the subsequent dete-
rioration of the geopolitical situation has brought 
to the fore the tasks of reducing the EU’s techno-
logical dependence and increasing the  reliability 
of raw material supplies, especially concerning 
energy resources and materials used in advanced 
industries [4].

The  path to greater self-sufficiency is fraught 
with numerous difficulties, while the  benefits are 
not always obvious. After analysing the  conse-
quences of localisation policy using a  dynamic 
general equilibrium model, experts from the Euro-
pean Central Bank concluded that measures aimed 
at replacing part of imports with locally produced 
goods do not always yield positive results. Likely 
negative consequences include higher domestic 
prices, a  decline in productivity, and retaliato-
ry measures by trading partners. Given these and 
other risks, researchers believe it is advisable to 
pursue import substitution policies only for goods 
at real risk of supply chain disruption, as well as in 
market sectors where European manufacturers are 
already highly competitive [5].

Taking these circumstances into account, 
Brussels now tends to discuss not strategic auton-
omy, but open strategic autonomy, emphasising 
the concept’s focus on expanding rather than cur-
tailing external relations, and on creating interna-
tional alliances rather than fostering isolationism. 
This can be viewed as a significant difference be-
tween the European approach and the American 
one, which, at least in Trump’s interpretation, fa-
vours coercion over cooperation and ultimatums 
over the search for mutually acceptable solutions.

IMPORT DIVERSIFICATION

The task of strengthening the stability of sup-
plies, which became dramatically urgent during 
the pandemic and the subsequent deterioration of 
the  geopolitical situation, is being addressed pri-
marily by expanding the  range of suppliers and, 
where possible, equalising their share of imports.

Since import substitution and import diversi-
fication share the  common goal of reducing de-
pendence on external factors, the associated gov-
ernment regulatory measures are often adopted as 
a  single package. One example is the  Executive 
Order on America’s Supply Chains (2021), which 
aims to increase the reliability of supplies by reduc-
ing dependence on imports, diversifying sources of 
supply, and expanding domestic production.

The documents adopted in pursuit of the EU’s 
strategic autonomy concept also feature a combi-
nation of measures aimed at import substitution 
and import diversification. The  Economic Secu-



10 ZAGASHVILI

МИРОВАЯ ЭКОНОМИКА И МЕЖДУНАРОДНЫЕ ОТНОШЕНИЯ    2025    том 69    № 11
WORLD ECONOMY AND INTERNATIONAL RELATIONS    2025    vol. 69    no. 11

rity Strategy developed by the European Commis-
sion in 2023 aims to reduce the  risks associated 
with supply chains, counter the threat of economic 
coercion by other countries, and prevent the leak-
age of critical technologies by tightening controls 
on exports and foreign investment. In the  same 
year, the  EU adopted the  European Chips Act, 
which provides for incentives to invest in the de-
velopment and production of semiconductors 
with a view to reducing the EU’s dependence on 
imports and increasing the  share of European 
companies in the  global semiconductor market. 
The Critical Raw Materials Act (2023) aims to en-
sure a sustainable supply of critical raw materials 
for European industry.

The  factor of geopolitical proximity is having 
an increasing influence on the  choice of trading 
partners by European companies. At the  same 
time, as shown by an analysis carried out by Euro-
pean Central Bank specialists using a gravity mod-
el, this factor’s influence in euro area countries is 
mainly evident in mining production, especially in 
“strategic” sectors, and to a much lesser extent in 
the  processing industry. The  authors explain this 
by the  complexity of the  task of finding alterna-
tives to suppliers of technically complex products, 
as well as the deep integration of European com-
panies into global supply chains [6].

Expanding sources of raw materials, supplies, 
and other products is one of the priorities of Chi-
na’s foreign economic policy. For many years, 
China has invested heavily in extractive industries 
abroad, ensuring a  steady supply of raw materi-
als to its economy. This has enabled it to displace 
the  USA and EU countries in the  global market 
not only as a  seller of finished products, but also 
as an investor and buyer of strategically important 
raw materials.

It is understandable that import diversification 
is not a panacea. True, goods can be replaced, but 
the  replacement will almost certainly cost more, 
and switching to another supplier takes time, in-
volves transaction costs, and does not guarantee 
an adequate substitute in terms of price–quality 
ratio. The  International Monetary Fund’s cal-
culations have shown that diversification can al-
most halve the  losses associated with the rupture 
of trade links. Losses can be reduced even further 
through the  interchangeability of production re-

sources, which is supported by the development of 
standardisation. Governments can promote diver-
sification by developing transport infrastructure, 
providing information, reducing customs barri-
ers, especially non-tariff barriers, and increasing 
the predictability and stability of trade policy. Re-
searchers acknowledge that diversification “offers 
little protection, however, when a major disruption 
hits all economies at the same time, like the first 
four months of the pandemic” [7]. It should also 
be borne in mind that diversification entails cer-
tain costs, which under some conditions can offset 
its advantages [source 4].

Indeed, import diversification only reduces 
the  losses associated with the  disruption of trade 
links; it does not prevent them. Nevertheless, it 
is an important means of increasing resilience in 
times of global economic turbulence and is, in 
most cases, preferable to self-sufficiency. Diversi-
fication reduces dependence on individual sources 
and expands room for manoeuvre, which increas-
es the  economy’s resistance to external shocks, 
strengthens bargaining positions, and, in general, 
has a stabilising effect on the dynamics of foreign 
trade turnover.

CONSEQUENCES 
OF TRUMP’S TRADE WAR

The  trade and political escapades undertak-
en by Washington in the  first half of 2025 may 
have far-reaching consequences for international 
trade, as they undermine the  legal foundation of 
the  WTO, which has already been experiencing 
a prolonged period of stagnation. The rise of pro-
tectionism will lead to a restructuring of interna-
tional trade flows. In this scenario, exporters will 
seek new markets, while countries facing an influx 
of imports will introduce protective measures. As 
a result, the trade war launched by the USA against 
the  rest of the  world may become universal. In 
fact, something similar occurred nearly a  centu-
ry ago, with the initial impetus for trade wars also 
coming from across the ocean.

Not only will corporations headquartered in 
the  target countries suffer significant losses, but 
also other multinational companies that have es-
tablished production facilities in those countries to 
manufacture goods for the American market. This 
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applies not only to European or Asian companies 
but also to American firms. The increase in import 
duties will result in higher prices for American 
consumers and contribute to accelerated inflation 
across the economy.

Higher import tariffs raise the  prices of im-
ported goods, and if these goods are intermediate 
products used in global value chains, the  effects 
will extend to other countries involved in those 
chains. This creates a cumulative trade barrier ef-
fect transmitted across global value chains [8]. As 
shown by calculations, the  initial increase in im-
port duties on goods imported into the USA from 
China raised costs for major American partners in 
global value chains (the EU, Canada, and Mexico) 
by $ 500 million to $ 1 billion. China’s retaliatory 
measures did not have such a significant impact on 
its own partners, as American goods imported into 
China are less susceptible to re-export [9].

Calculations based on the  New Keynesian 
model, carried out by a group of American econ-
omists, showed that a  country imposing higher 
import tariffs can achieve only a  short-term im-
provement in its trade balance. However, retalia-
tory import restrictions by trade partners are likely 
not only to negate these gains but also to increase 
the  trade deficit. Most critically, raising import 
duties carries the risk of economic decline, which 
becomes virtually inevitable if retaliatory measures 
are imposed [10].

The  likely slowdown in global economic 
growth will worsen the prospects for American ex-
ports and the participation of U.S. firms in glob-
al value chains, which will also negatively impact 
the U.S. economy. The list of companies affected 
by Trump’s tariff policy was led by the U.S. itself, 
which suffered a  0.3% decline in GDP in annu-
al terms in the first quarter of 2025 (while the last 
quarter of the  previous year had shown 2.4% 
growth) [source 5]. Interestingly, the main nega-
tive factor was not the increase in tariffs per se, but 
the anticipation of them, which caused a sharp rise 
in imports, driven also by a series of contradictory 
statements from Washington regarding the admin-
istration’s next steps.

According to World Bank experts, the  tariff 
war initiated by Trump will be the main reason for 
the slowdown in global GDP and overall trade in 

2025, with declines from 2.8% to 2.3% and from 
3.4% to 1.8%, respectively, compared to the pre-
vious year. The drop in U.S. GDP growth will be 
particularly dramatic, falling from 2.8% to 1.4%. 
China’s GDP growth will also slow, but to a lesser 
extent, from 5.0% to 4.5% [source 6].

It is possible that the  countries taking on 
the  role of intermediaries between the  two blocs 
will benefit the  most. Despite the  numerous ad-
vantages offered by Beijing to foreign investors, 
many of them adopted the “China+1” strategy as 
far back as the  2000s, beginning to develop pro-
duction in neighbouring countries. Over time, 
some went beyond merely building factories to 
complement existing ones in China and took more 
radical steps by fully relocating production to other 
countries. Factors underlying this strategy include 
rising wages, and, accordingly, production costs, 
in the PRC, the risks associated with a transitional 
economy, and the desire to reduce dependence on 
China both as a source of supply and as a market 
for products [11].

The transfer of production from China to oth-
er countries intensified during Donald Trump’s 
first term in office. Foreign companies sought 
to withdraw their products from the  scope of in-
creased tariffs imposed by the U.S. administration 
on Chinese goods. The  pandemic, accompanied 
by disruptions to global value chains, reinforced 
this trend. The diversification of sources of supply, 
aimed at increasing the  stability of supplies, be-
came the predominant motive. The anti-COVID 
measures, which were particularly strict in China, 
provided an additional incentive to relocate pro-
duction to other countries.

The continued policy of economic containment 
of China during Joe Biden’s presidency, the  es-
calation of the  geopolitical situation, and the  re-
strictions imposed in this context prompted many 
companies to develop business relations primarily 
with partners from politically friendly countries. 
The main beneficiaries of the “China+1” strategy 
have been Asian countries (India, Vietnam, Indo-
nesia, Thailand, Malaysia, etc.), as well as Mexico, 
which falls within the free trade zone encompass-
ing the United States and Canada [source 7].

In the first half of 2025, Trump, by reducing to 
absurdity his claim that trade wars are supposedly 
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“easy to win”, unwittingly revealed the flaws in his 
chosen strategy. Its goal, after all, is not merely to 
contain China, but to strengthen the United States. 
The  architects of American foreign economic 
policy are seeking not to move enterprises from 
China to third countries, but to repatriate pro-
duction from all countries back to the USA. How-
ever, the more likely consequence of the trade war 
launched by Trump is not the  strengthening, but 
the weakening, of the U.S. position in the global 
market.

The prospect of deteriorating relations among 
Western countries is becoming increasingly like-
ly, an outcome that serves China’s interests, as 
it is much easier for Beijing to obtain trade con-
cessions and negotiate the removal of restrictions 
when dealing with individual governments that 
are not bound by allied obligations. Moreover, 
Trump’s tariff “attack” on virtually the  entire 
world has created conditions for rapprochement 
even between countries previously engaged in 
trade disputes. Beijing was quick to take advantage 
of the situation, attempting to unite the efforts of 
various countries in opposition to American pro-
tectionism.

However, many of China’s potential allies are 
opting for bilateral negotiations with the USA. Of 
particular importance to them are not only trade 
issues, but also investments that contribute to eco-
nomic growth and technological advancement in 
industry. Countries that have substantially bene-
fited from the  “China+1” strategy would like to 
see this process continue and are trying to avoid 
steps that could jeopardise the  prospects of their 
economic relations with the USA. An alliance with 
Beijing against Washington would create just such 
a  situation. Nevertheless, even under these con-
ditions, China’s efforts to find allies in its trade 
confrontation with the USA may bear some fruit, 
primarily in Southeast Asian countries.

RESULTS AND CONCLUSIONS

A series of decrees and statements by the Amer-
ican president prescribing a sharp increase in im-
port tariffs was an unprecedented phenomenon in 
the  first half of 2025 that shook world trade. By 
resorting to restrictive trade measures, Washington 
hopes to stimulate the  “return” of production to 

the United States. Such an effect is indeed possi-
ble, but its scale is difficult to assess. However, it 
is safe to assume that the relocation of production 
will disrupt global value chains, increase manu-
facturing costs, and require significant expendi-
ture, that will inevitably be borne by consumers. 
The  achievement of the  other two goals, reduc-
ing the trade imbalance and the budget shortfall, 
is also not guaranteed, especially given the  likely 
prospect of a  downturn in the  global economy, 
which is being brought about by Washington’s  
actions.

If trade wars continue, the USA will face higher 
production costs and, accordingly, a rise in prices. 
China’s economic growth will be constrained by 
the  limitations of developing markets, which are 
not capable of ensuring the scale and structure of 
demand for Chinese goods comparable to those of 
developed countries. The trade war against the rest 
of the  world, initiated by Washington, may be-
come a catalyst for the division of the global econ-
omy into two blocs: the American bloc, which will 
include countries that succeed in reaching agree-
ments with the USA, and the Chinese bloc, which 
will encompass countries that expect to gain great-
er benefits from deepening economic ties with 
China.

Developing countries, except for those that 
succeed in positioning themselves as intermedi-
aries in economic relations between the USA and 
China, will find themselves in the  most vulnera-
ble position. So far, deepening economic cooper-
ation with developed countries (involving capital, 
technology, and access to sales markets) has been 
a  key factor in the  success stories of these states. 
While China’s economy has grown significantly in 
recent decades, it cannot yet fully replace the West 
as a growth engine for the countries of the Global 
South. The prospect of these countries collectively 
uniting around China seems unlikely.

Two factors will most likely determine which 
bloc countries align with: economic benefit, 
shaped by the structure of the national economy, 
and political compatibility. Clearly, the  first fac-
tor is long-term and fundamental, while the influ-
ence of the second is typically limited to periods of 
heightened geopolitical tension.
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FOREIGN TRADE POLICY UNDER CONDITIONS OF POLYCENTRISM 

Partial and temporary (as  should be empha-
sised) reciprocal isolation of countries belonging 
to different blocs is possible. The  key questions 
concern its extent and duration. Virtually all lead-
ing powers have set a course for increased self-re-
liance in strategically important areas. In this re-
spect, costs will likely be of secondary importance. 
In other areas, the  degree of reciprocal isolation 
will depend on the associated costs. Economic ties 
between countries belonging to different blocs will 
largely remain intact, and those that are severed 
will, in many cases, be restored after the  acute 
phase of the geopolitical crisis ends. A radical split 
in the global market is unlikely, as this would entail 
unacceptably high costs for all participants.

The trend toward polycentrism does not make 
the  fragmentation of world trade inevitable. This 
tendency is driven by objective factors most no-
tably, the emergence of new leaders in the global 
economy. Whether fragmentation occurs depends 
on the  foreign trade policies of the  leading pow-
ers, which currently clearly follow the paths of im-
port substitution and import diversification. Frag-
mentation is encouraged by import substitution 
policies; at the  same time, expanding the  circle 
of trading partners through diversification efforts 
promotes the development of global trade. The in-
tertwining of these two trends in the trade policies 
of major powers makes the  transition from poly-
centrism to fragmentation a  story with an open 
ending.

REFERENCES
1.	 Мальцев А.А., Чичилимов С.В. Укоренение неопротекционизма в мировой экономике XXI века. Ми-

ровая экономика и международные отношения, 2025, т. 69, № 4, сс. 5-14.
Mal’tsev A.A., Chichilimov  S.V.  Entrenchment of Neo-Protectionism in Global Economy of 21st Century. 
World Economy and International Relations, 2025, vol. 69, no. 4, pp. 5-14. (In Russ.) Available at: https://doi.
org/10.20542/0131-2227-2025-69-4-5-14

2.	 Liu J., Rotemberg M., Traiberman Sh. Sabotage as Industrial Policy. NBER Working Paper 32798. National 
Bureau of Economic Research, August 2024. 60 p. Available at: http://doi.org/10.3386/w32798

3.	 Mok C. The Other Half of ‘Chip 4’: Japan and South Korea’s Different Paths to De-risking. The Diplomat, 
03.06.2024. Available at: https://thediplomat.com/2024/06/the-other-half-of-chip‑4‑japan-and-south-
koreas-different-pathsto-de-risking/ (accessed 20.06.2025).

4.	 Сидорова Е., Сидоров А. Стратегическая автономия Европейского Союза в экономике: концепция 
и проблемы реализации. Международные процессы, 2023, т. 21, № 3, сс. 119-142.
Sidorova E., Sidorov A. EU Strategic Autonomy in the Economy. International Trends, 2023, vol. 21, no. 3, pp. 
119-142. (In Russ.) Available at: https://doi.org/10.17994/IT.2023.21.3.74.7

5.	 Clancy D., Smith D., Valenta V. The Macroeconomic Effects of Global Supply Chain Reorientation. ECB Working 
Paper Series No. 2903. European Central Bank, 2024. 42 p. Available at: http://doi.org/10.2866/431778

6.	 Bosone  C., Dautović  E., Fidora  M., Stamato  G.  How Geopolitics Is Changing Trade. ECB Economic 
Bulletin, iss. 2/2024. Available at: https://www.ecb.europa.eu/press/economic-bulletin/focus/2024/html/ecb.
ebbox202402_02~c81f58179e.en.html (accessed 20.06.2025).

7.	 Malacrino D., Mohommad A., Presbitero A. Global Trade Needs More Supply Diversity, Not Less. IMFBlog, 
12.04.2022. Available at: https://www.imf.org/en/Blogs/Articles/2022/04/12/blog041222‑sm2022‑weo-ch4 
(accessed 20.06.2025).

8.	 Rouzet  D., Miroudot  S.  The  Cumulative Impact of Trade Barriers along the  Value Chain: an Empirical 
Assessment Using the OECD Inter-Country Input-Output Model. GTAP Annual Conference on Global Economic 
Analysis, 2013. Available at: https://ageconsearch.umn.edu/record/332366/ (accessed 20.06.2025).

9.	 Mao H., Gorg H. Friends Like This: the Impact of the US–China Trade War on Global Value Chains. The World 
Economy, 2020, vol. 43, iss. 7, pp. 1776-1791. Available at: https://doi.org/10.1111/twec.12967

10.	Auclert A., Rognlie M., Straub L. The Macroeconomics of Tariff Shocks. NBER Working Paper 33726. National 
Bureau of Economic Research, April 2025. 64 p. Available at: http://doi.org/10.3386/w33726

11.	Enderwick P. A ‘China-Plus-One’ Strategy: The Best of Both Worlds? Human Systems Management, 2011, vol. 
30 (1), pp. 85-96. Available at: https://www.researchgate.net/publication/286697072_A_’China-Plus-One’_
strategy_The_best_of_both_worlds (accessed 20.06.2025).



14 ZAGASHVILI

МИРОВАЯ ЭКОНОМИКА И МЕЖДУНАРОДНЫЕ ОТНОШЕНИЯ    2025    том 69    № 11
WORLD ECONOMY AND INTERNATIONAL RELATIONS    2025    vol. 69    no. 11

SOURCES
1.	 Overview of Developments in the International Trading Environment. WTO Trade Policy Review Body, 22.11.2021. 

89 p. Available at: https://d3ipxbzibstf0l.cloudfront.net/reports/46‑report.pdf (accessed 22.05.2025).
2.	 Overview of Developments in the International Trading Environment. WTO Trade Policy Review Body, 20.11.2024. 

85 p. Available at: https://d3ipxbzibstf0l.cloudfront.net/reports/62‑report.pdf (accessed 22.05.2025).
3.	 Chief Economists Outlook: January 2025. World Economic Forum, 16.01.2025. Available at: https://www.

weforum.org/publications/chief-economists-outlook-january‑2025/ (accessed 20.06.2025).
4.	 Global Trade and Value Chains during the Pandemic. World Economic Outlook 2022. Washington, International 

Monetary Fund, April 2022, pp. 87–107. Available at: https://www.imf.org/en/Publications/WEO/
Issues/2022/04/19/world-economic-outlook-april‑2022 (accessed 20.06.2025).

5.	 Gross Domestic Product, 1st Quarter 2025. U.S.  Bureau of Economic Analysis. News Release, 30.04.2025. 
Available at: https://www.bea.gov/news/2025/gross-domestic-product‑1st-quarter‑2025‑advance-estimate 
(accessed 20.06.2025).

6.	 Global Economic Prospects. Washington, World Bank Group, June 2025. 138 p. Available at: https://www.
worldbank.org/en/publication/global-economic-prospects (accessed 20.06.2025).

7.	 The Rise and Rise of ‘China Plus One’ Risk Strategies. StrategicRISK, 10.09.2024. Available at: https://www.
strategic-risk-global.com/supply-chain-risk/the-rise-and-rise-of-china-plus-one-risk-strategies/1453004.
article (accessed 20.06.2025).


