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How important
IS America to
global trade?

Size matters in light of Trump’s
tariffwars and the likely damage
may be less than feared. But the
loss of US leadership will not be
measurable by numbers alone.

Danny Quah

For The Straits Times

Americaissimply nolonger that
important.

Tobe sure, this year has seen US
President Donald Trump’s trade
tantrumsrattle the world. In the
wake of Mr Trump’s tariffs on
US$50 billion (S$68.7 billion) of
Chinatrade, China’s machinery
manufacturers and semiconductor
factories have suffered, and
America’s automakers and soya
bean producers have bled jobs and
income,

His proposed 25 per cent tariffs
onimported auto parts and steel
and aluminium could destroy
hundreds of thousands of jobs in
Americaalone. Economistsrecall
the extreme outcome of the
Smoot-Hawley tariffs imposed by
the US in the 1930s whichreduced
global trade by over 60 per cent.

However, there isanother way to
look at Mr Trump’s latest tariff
measures, and let us take his action
toits logical conclusion.

Whenallis over, the pain inflicted
onother countries might not be that

autarchy, refusing to engage in
economic exchange with all others.

WHAT THE NUMBERS SAY

Yes, world trade is a vital part of
economicactivity onour planet.
But consider the numbers: For all
the attention that it attracts,
China’s total trade with the United
Statesin 2015 amounted toonly 5
per cent of China’s gross domestic
product (GDP),on a sharp
downward trend from 10 per cent
in2000 and 8 per centin 2010.

For Australia, Brazil, France,
India, Indonesia, Italy, Japan,
Russiaand Britain? Between 2010
and 2015, only 2 to 4 per cent of
their respective GDPs. Even
Germany'’s trade with the US during
this period came tojust 4 to 5 per
centofits GDP. Across the Group of
20, the median value of US trade
relative to the given nation’s GDP

i wasjust 3.2 per centin2010;3.6 per :
¢ centin2015. These numbersarenot :
: significantlylarge. Adjustment will
¢ bepainful, but notexistential. When :
i needed, all these nations canadapt. :
Where trade with the USassumes  :
i greatimportanceisin Canadaand
¢ Mexico. For America’s northern :
i neighbour, the ratio of its trade with
¢ theUS from 2010 to 2015 hoveredin :
: thelow30percent (and eventhen, :
¢ thatwasalready down froma

: whopping 54 per centin2000).In
i 2015,Mexico’s trade with the US

i came to 46 per cent of its GDP.

But Canadaand Mexico are

¢ striking notjust by the sheer

¢ importance of US trade for them,

: butinhow extraordinarily unusual
¢ theyarein thisregard compared

: with therest of the world.

Singapore is one of the world’s

i mostopen economies. Some years
¢ itstotal trade to GDPratio exceeds
i 400 per cent; since 1980 thatratio
: has dippedbelow 300 per centonly :
: once.How critical isUS trade for :
¢ Singapore? Decades back the

i answer would have been: Hugely.
:  In1980,Singapore traded oversix :
¢ timesmorewith theUS thanwith  :
¢ China;aslate as1990 Singapore still :
: traded 40 per centmorewiththe — :
¢ USthaneven with Malaysia.

But America’s significance in

i Singapore trade has fallen away

i dramatically since those halcyon

¢ days.In 2010, Singapore’s trade

: with China was 20 per cent more

¢ thanwith the US; with Malaysia, 33
i per centmore than with America,

: And that decline has only grown. By :
i 2015, Singapore’s trade with China
: was 57 per cent, and that with

: Malaysia 23 per centgreater than

¢ itstrade with the US.

Thereis, of course, the usual

i qualification to these numbers; the
: point thatis often made is thata

: greatdeal of our trade with other
great from America’s retreatinginto :

countries eventually ends upin

i Americaanyway. The story is that
: other places importmostlyjust to
: re-export to the US, after abit of

: value-adding. Thus, America’s

¢ pullback from the world’s trading
i systemwill, as an arithmetic

: proposition, have alarger effect

: thanhasjust been described.

However, the upper bound on

i suchimpactisonlyaslargeasthe

: size of the United States’ total

i imports. Bigas that number is, in

i 2017,itamounted to only 3 per cent
i ofthe world's total GDP.

What's more, as America

i continues on a journey towards

: economic autarchy, an equally

: profound change would be the US
i dollar nolonger remaining the

i world’sreserve currency.

Thiswould mean that the US will

¢ find cheap secure financing no :
: longer so readily available for either :
: itsgovernment or the American

: people. Americawill have tolearn -
: asallother nations have - tolive
: withinits means.

The conclusion from this is that

: America's markets used to be
¢ hugelyimportant to global trade.

But their centrality has waned

: considerably. The power in Mr

: Trump’s trade wars to shake the

. worldis notanywhere as largeas

: memory fromtwoto three decades
: backmightsuggest. The

: repercussions from Trump tariff

: tantrums can be controlled and

: confinediftherestofthe world

: manages things right. Americais

: simplynolonger thatimportant -at :
: leastin the numbers of economics.

Does this mean, however, that

i America is inessential to the global
: systemmore generally? No.

RULES-BASED FOUNDATION

¢ Inthe world today, small nations

i like Singaporeare able to thriveand
: adopta consistent, principled

i stance in foreign policy, insisting

: on,amongother things, autonomy

i andself-determination.

We can do this because we know

: we candependona firm

: foundation of international laws

: andarules-based order that the US
: built. Thisis the international

: system for which it has provided

: bothgentle scaffolding and hard

: protectionin the so-called

i American Century.

The passing of the American

¢ Centurywill be a loss to many
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: countries which have benefited
¢ fromit. But we certainly cannot
: force the US to maintain the system :

¢ if - as Mr Trump suggests —
: Americanolonger finds that
¢ systemgainful for itself.

Americaneeds to come around to

i the view that what is good for the
: world is still good for America.

If not, what is the alternative?
Difficultasitis, smallnationsand

¢ othersthatare like-minded need to
: build their own refreshed

¢ international system, one that

: provides sufficientinclusive space
¢ forusall. The form of this new

international system might differ

¢ fromthatof thelast70 years, but

: wemust not think America’s order

: had amonopoly on inclusiveness or
¢ mutual economic success.

BUILDING A NEW ORDER

i Thereisalsosometimesamystique
i associated with the rules-based

¢ order that says only certain nations
i canbereliable stewards of that

¢ system. But in truth, the rules

i allowing small states to thrivearein
¢ essence the same rules that dictate

i good behaviourin school sports: No
: oneisleft out; everyone has an

¢ equalshotat winning. The rulesare
: transparentand cannot be changed :
: mid-stream. Everyone should

i compete towin, butit’s okay that

: thereare winnersandlosers

i afterwards. Winners are gracious,
¢ and neither bully nor behave with
¢ arrogance. Those who don’t

i succeed donotseek to overturn
: outcomes through violence.

There is nothing uniquely

: American about this. The

: rules-based system canbe one that
: works for all, both great powers and
i small states, with or without

¢ American leadership.

Going forward, we cannot

i exclude improbable friends with

: whomwe can together rebuild an
: international system based on

¢ mutual respect and transparent

¢ rules. Systems very different from
: America’s display economic

: performance - sustaining growth
: while trying to keep inequality

: under control - not markedly

: worse and in many cases

: significantlybetter thanin the US
: itself. Examples include China and
: the Scandinavian nations.

Americaused to describe the

i greatpower rivalry between itand
i allothers as choosing between “on
: the one hand, rule oflaw, and the

i other, arbitrary use of power”.

Given how Mr Trump has

normalised what was previously
: unacceptable, the choice between

Americaandothersis nolongera

i dauntingone, if ever it should have
¢ been.
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