Continuous US-China tensions strain economic capabilities and international relations
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Since 1949, US–China relations have evolved from tense standoffs to a complex mix of intensifying diplomacy, growing international rivalry, and increasingly intertwined economies. Continued escalation of trade disputes and blame over the spread of the coronavirus are emblematic of a significant hardening of positions. US–China tensions extend well beyond trade and stem from a growing number of issues including information security, currency practices, technology innovation, and military buildup. Recent sources of tensions from the US perspective include COVID-19, unfair trade practices, currency manipulation, industrial espionage, Tik Tok, free speech, Hong Kong, and Uyghurs. Tensions from China's perspective include tariffs, protectionism, military adventurism, meddling, guns, and race relations. Investors, corporate executives, and policymakers often cite US–China tension as an important determinant of economic decisions. However, the importance of US–China tension in shaping either macroeconomic outcomes or firm-level decisions over a long time span has not been studied empirically. The main limitation has been the lack of an indicator that can quantify the intensity of US–China bilateral tension and is available consistently over time. In Rogers, Sun, and Webster (2021), we measure the intensity of public concerns over US–China tension (UCT) and quantify its economic consequences. US–China tension has been frequently mentioned in commentaries as a major factor in economic decisions, as it induces risks associated with increased barriers that disrupt bilateral transactions. To our knowledge, our index is the first to quantify the intensity of bilateral tension between the US and China over time.
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