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US escalates China 
trade dispute 
to secure early 
breakthrough
LONDON:  The United States has adopted an
“escalate to negotiate” strategy towards China,
threatening a dramatic hike in tariffs to try to
force a resumption of trade talks while the US
economy remains strong and as elections ap-
proach in November.

US President Donald Trump has reportedly
rejected a plan to levy tariffs of 10 percent on
an additional $200 billion of imports from China
and ordered aides to prepare a proposal for tar-
iffs at the higher rate of 25 percent. The levies
are in addition to the tariffs on $34 billion of im-
ports that have already gone into effect and the
$16 billion of tariffs announced but not yet im-
plemented.

The administration’s approach to China is the
same one it has employed in dealing with North
Korea, Iran, the European Union and NAFTA
partners. The basic strategy, including the risks
and opportunities, will be familiar to anyone who
has studied the Cold War confrontation with the
Soviet Union (“On escalation: metaphors and
scenarios”, Kahn, 1965).

The administration’s decision to escalate the
confrontation dramatically at this point, threat-
ening significant tariffs on a wide range of im-
ports, including consumer items, is likely to stem
from a combination of strength and fear.

Escalation dominance 
So far, the trade war appears to have hit

China’s economy and financial markets harder
than the United States, which has given the ad-

ministration confidence that it is escalating
from a position of strength. The US S&P500
equity index is up by more than 5 percent since
the start of 2018, and 25 percent since the start
of 2017, while China’s Shanghai composite
index has fallen by 13 percent and 7 percent
respectively.

The US dollar has strengthened by 5 percent
against China’s yuan since the beginning of the
year and has risen by around 3 percent on a
trade-weighted basis against the currencies of
other major US trading partners. China’s econ-
omy has shown signs of slowing, with the central
government resorting to fiscal and monetary
stimulus to offset the slowdown in external de-
mand and boost confidence.

In contrast, the US economy expanded at an
annualized rate of 4.1 percent in the second
quarter, the fastest for almost four years, ac-
cording to advance estimates.

US manufacturers have reported a broad-
based upturn in business activity in recent
months, while consumer confidence is close to
multi-decade highs. The asymmetric economic
and financial performance of the United States
and China has convinced the White House it has
“escalation dominance” and should press home
its advantage.

The White House strategy has been to esca-
late pre-emptively, secure in the belief China has
more to lose than the United States on each of
the next few rungs up the escalation ladder.

Until now, China has matched US tariff moves
but not sought to escalate them, which has also
probably also emboldened the White House to
think it holds a stronger position on the escala-
tion ladder.

Temporary advantage?
But if the White House thinks it is escalating

from a position of strength, it probably also fears
strength may not last forever and could diminish
the longer the conflict lasts. —Reuters

WASHINGTON:  The number of Americans fil-
ing for unemployment benefits rose less than ex-
pected last week, pointing to sustained strength
in the labor market despite trade tensions.

Initial claims for state unemployment benefits
increased 1,000 to a seasonally adjusted
218,000 for the week ended July 28, the Labor
Department said yesterday. Claims dropped to
208,000 during the week ended July 14, which
was the lowest reading since December 1969.

Economists polled by Reuters had forecast
claims rising to 220,000 in the latest week. The
labor market has remained robust despite trade
tensions between the United States and its major
trade partners, including China, Canada, Mexico
and the European Union, which have hurt the
stock market.

“Claims had started to move higher in mid-
June, leading us to question whether it could be
the fallout of protectionist measures,” said Ble-

rina Uruci, an economist at Barclays in Washing-
ton. “The decline over the past few weeks, how-
ever, suggests no such effect on labor markets
yet.” The Trump administration has imposed du-
ties on steel and aluminum imports, provoking
retaliation by the trade
partners. It has also
slapped 25 percent tar-
iffs on $34 billion of Chi-
nese imports. Beijing
retaliated with matching
tariffs on the same
amount of US exports to
China.

On Wednesday, Pres-
ident Donald Trump pro-
posed a higher 25 percent tariff on $200 billion
worth of Chinese imports. Economists have
warned that the tit-for-tat tariffs could disrupt
the supply chain and weigh on manufacturing.

For now, the economy is on strong footing.
The Federal Reserve on Wednesday left interest
rates unchanged while offering an upbeat as-
sessment of both the labor market and economy.
The US central bank said “the labor market has

continued to strengthen
and economic activity
has been rising at a
strong rate.”

The dollar held near
two-week highs against
a basket of currencies
after the claims data.
Prices for US Treasuries
were trading higher. US
stock index futures fell

amid the escalating trade tensions. The Labor
Department said only claims for Maine were es-
timated last week. The four-week moving aver-
age of initial claims, considered a better measure

of labor market trends as it irons out week-to-
week volatility, fell 3,500 to 214,500 last week,
the lowest reading since mid-May.

Last week’s claims data has no bearing on
July’s employment report, which is scheduled for
release on Friday, as it falls outside the survey
period. According to a Reuters survey of econ-
omists, nonfarm payrolls likely rose by 190,000
jobs in July after increasing by 213,000 in June.

The unemployment rate is forecast falling
one-tenth of a percentage point to 3.9 percent
in July. Job growth averaged 215,000 per month
in the first half of this year and the labor market
is viewed as being near or at full employment.
The claims report also showed the number of
people receiving benefits after an initial week of
aid fell 23,000 to 1.72 million in the week ended
July 21. The four-week moving average of the so-
called continuing claims slipped 4,500 to 1.74
million. —Reuters

US jobless claims rise modestly, 
point to labor market strength

Four-week average of claims falls 3,500

Continuing 
claims drop 

23,000

Spanish taxis 
call off strike 
against Uber
MADRID:  Spanish taxis late on Wednesday called
off their days-long strike against online ride-hailing
services like Uber after Madrid agreed to let re-
gional governments regulate the sector.

The strike began in Barcelona on Wednesday
last week and spread to Madrid at the weekend as
drivers demanded action against what they be-
lieved was poor enforcement of regulations on
VTCs (tourism vehicles with chauffeur).

On Monday, it spread even further to cities
across the country, with taxi drivers blocking main
roads and surrounding airports and train stations.
The strike mirrors other similar work stoppages in
European countries, as taxi drivers across the con-
tinent complain ride hailing competitors are threat-
ening their livelihoods, arguing for instance their
licenses are much more expensive than those for
VTCs. Spanish taxi federations want the authori-
ties to strictly enforce legislation under which there
should be 30 traditional taxis for each VTC.

The taxi strike committee said in a statement
that it had called off the work stoppage across
Spain after the government said it would allow
the country’s regional governments to regulate
VTC licenses.

But it warned that taxi drivers would “remain
vigilante” and “return to the streets” if this move
does not lead to tighter controls on ride-hailing
services.

Shops and restaurants in Madrid and Barcelona
complained earlier Wednesday of a 15 to 30 per-
cent drop in sales due to the taxi strike. In
Barcelona, a major tourist magnet, sales at shops
and restaurants in the center were estimated to
have dropped between 15 and 25 percent, said
Gabriel Jene, head of Barcelona Oberta, which rep-
resents businesses located on the main, central
thoroughfares of the city.

To make matters worse, the taxi strike is but the

culmination of a tough year for the seaside city,
which last August suffered a deadly terror attack
followed closely by a failed secession bid in Octo-
ber that triggered many large-if peaceful-protests.

Barcelona airport was also hit by various strikes
by security workers, or more recently Ryanair
cabin crew. “We’ve been experiencing a year of
‘permanent conflict’,” said Salva Vendrell, vice-
president of RETAILcat, a group that represents
shops and restaurants in 10 Catalan cities including
Barcelona.

“It’s hurting the image of the city,” he told AFP,
adding his grouping estimates sales have dropped
an average of 30 percent in Barcelona this year due
to the various events, particularly in central,
touristy areas.

In Madrid, meanwhile, Luis Pacheco of the
COCEM trade grouping estimated sales had
dropped between 20 and 30 percent due to the
strike as well as unrelated public works on the main
Gran Via thoroughfare.

VTC drivers have in turn criticized their tradi-
tional taxi peers, charging some have been at-
tacked.

The central government’s office in Madrid,
which met with members of Unauto, the group-
ing that represents VTCs, said police were
“probing more than 60 complaints for physical
assault, damage to vehicles, coercion and public
disorder.”  —AFP

MADRID: Portuguese taxi drivers join their Spanish col-
leagues to block an avenue amid a strike by Spanish cab-
bies in Madrid on Tuesday. Spanish cabbies called of their
strike against Uber late on Wednesday. —AFP


