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This paper gives a concise outline of US-China trade & 
merchandise relations, recognizes significant causes, results 

or issues of the contention, and gives explicit answers for how to decrease 
the heightening of such a "battle" between the two financial authoritarians. 
The Research has used economic data from American and Chinese 
Governments and elaborated it qualitatively employing post-modernist 
discourse analysis. All in all, our examination will emphasizeemphasize the 
trade battle between the two nations from an Ideological, authentic & 
monetary viewpoint, and as it were, to comprehend its causes results and 
give explicit answers for such a "war", set in this specific circumstance. The 
point of this paper is to assess the long time outcomes of the worldwide 
trade and economic war and its effect on the financial improvement of 
Pakistan. 
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Introduction  
The monetary & Economic changes that started in 
the year 1979 have changed China as among of the 
world's leading and quickest developing economic 
systems and Country (Grossman & Helpman, 
1991). It has been seen that China's financial & trade 
environments, regulations, & moves have a great 
effect on the economy of the U.S. as an entire and 
on positive U.S. sector and, as a result, worry U.S. 
Parliament (Bloom, Draca, & Van Reenen, 2016). 
With the aid of comparing continuing trade conflict 
with comparable change disputes during history, we 
become aware of positive essential causes, of 
various important factors, from a monetary and 
political point of view. America-China exchange 
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warfare can be brought about in the main by trade 
inequality, in addition to disputes over international 
financial domination (Terence, 2019).  

In the midst of rising tensions between the 
United States and China, Pakistan strives to maintain 
strong associations and relations with both 
countries. Pakistan has stated that the country's 
future is inextricably linked to China in terms of 
trade and monetary development. However, the 
United States remained geo-strategically significant 
and the largest basis of foreign assistance, as well as 
assisting Pakistan in the arrangement of dollars in 
millions in the shape of aid in the military and regular 
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citizen backing against the region's extended war on 
terror. (Propakistani. 2019). 
 
Literature Review 
This section describes previous Research on the 
US-China trade war: 

The main reasons for the growing trade 
tensions between the two countries were 
increased U.S. trade protection and the attraction 
of certain political and economic interests in the 
U.S. superstructure. According to Navarro and 
Autry (2011), Chinese state capitalism must have 
led numerous world champions to successfully 
carry out mercantilism & security through illegal 
export support, violations of U.S. intellectual 
property rights, secure environmental protection, 
and the excessive use of labour to destroy 
industries. Employment in America. According to 
Bhidé and Phelps (2005), domestic industrial 
workers exerted policy pressure on the United 
States, but China's version of mercantilism was an 
unavoidable result of trade between developing and 
developed countries. 

Du et al. (2017) built a model of political 
relations using monthly data for China from 1990 to 
2013. Political shocks were also found to be short-
lived, according to the researchers. From 1970 to 
2015, Freund and Gagnon (2017) investigated the 
impacts of border-adjusted indirect taxation (mainly 
Value added tax) in 34 industrial economies. They 
revealed that when the maximum cost of every 
national sales tax increased, the exchange rate rose, 
with little impact on the minor balancing & current 
account effects on income balances & trade. Muro 
et al. (2018) separated China in response to U.S. 
investigations of 232 items, issued China's own 
response about 128 tax items of the U.S.A. & also 
the same has been done in another economic 
episode in which the U.S. issued 301 investigations, 
and China Countered them with its own 
investigations of 106 tax items these were paired to 
U.S.A.'s employment & States, including both, and 
coupled them with the outcomes of then U.S. 
President Trump's 2016 presidential election. 

Literature on the influence of the U.S. & 
China's rising tensions on capital markets generally 
examines the effect of trade disputes on the trade 

itself, with certain research findings also analyzing 
the impacts of conflicts on the financial system, 
especially the stock exchange. As per Heilmann 
(2016), protest movements might have a 
detrimental negative effect on intergovernmental 
exports of goods & services, & an exploratory study 
on Japanese investment returns demonstrates that 
the China ban only momentarily diminished trading 
volumes of the expressly decided to boycott 
Japanese firms. Regarding the implications between 
U.S. &China trade frictions on the financial system, 
Jia et al. (2019) have used improved event analytical 
method to measure the horizontal & pattern effects 
of U.S. & China trade disputes on China's banking, 
collateralized debt obligations, & insurance 
industries' systematic risk from the perceptions of 
the average level of value & natural inclination over 
the period. Fang et al. (2019) also used the event 
analysis method. 
 
Theoretical Background  
Hegemonic Empire 

"Hegemony as Authority" is a roundabout type of 
majestic strength where a hegemon taken as 
pioneer state rules other developing states by the 
inferred method for economic powers moderately 
using direct military power. For many, a 
Hegemonic Empire doesn't have to control through 
its military (Doyle, 1986; Zolo, 2007). A 
Hegemonic Empire rules through fascination, 
retention, enthrallment, and some of the time 
Bread and Circuses, Just towards its "adversaries," 
does it use intimidation, blackmail and inculcation. 
"The historical backdrop of the United States is the 
historical backdrop of Empire" (Farrar, Strous, and 
Giroux, 2019). For scholars, a hegemon is a 
dominant state which holds the best military 
&financial power, assuming a role of worldwide 
stabilizing force by guaranteeing the global political-
economic system and threats to that system (Gilpin, 
1981, Kindleberger, 1981, Keohane, 1984). On 
the other hand, in a Gramscianism, hegemony 
views as controls through coercive,material means 
yet additionally  works through the belief and values 
system, which Antonio Gramsci termed as "social 
authority" (Thomas, 2009). Joining above discussed 
two viewpoints, a state or country can set up its 
Hegemonic authority after it can utilize its material 
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and cultural supremacy to overwhelm the global 
framework and keep everything under control, as 
far as governmental issues, culture, security and 
financial matters. Keohane in 1984 asserted that the 
world without authority, there is no worldwide 
system, which prompts the flimsiness of the global 
economy, as the powers of monetary patriotism 
will be raised; making it is hard for collaborate 
(Keohane, 1984) 

The American hegemonic authority arrived at 
its prime when the USSR was broke down in 1991, 
denoted a victorious "unipolar World order" 
(Krauthammer, 1990), empowering the U.S.A. for 
legitimization for a worldwide defender & stabilizer, 
controlling the international system unilaterally with 
any "rebel state", or all in all, allowed to be police 
state of the world (Mearsheimer, 2018). The U.S. 
executed its authority. Attacking Iraq, overturning 
"rebel pioneers," executing a "liberal authority" 
international strategy as an answer for struggle 
(Walt, 2018), all are predicting for the U.S.A.'s 
aspiration to keep up with the worldwide concern 
for security and to use this scene to its greatest 
advantage. Furthermore, this has been brought up 
in to the notice that the authoritative construction is 
"the most pervasive one in the set of experiences" 
(Gilpin, 1981), and it was predicted that as the 
world is becoming more and more multipolar, it 
can start certain contentions among states (Waltz, 
2010).  
 
Offshore Balancing, U.S. Regional Allies and 
Partners in Asia 
Offshore balancing, is a theory of international or 
global relations that sees multi-polarity—when 
worldwide relations are overwhelmed by 
numerous superpowers—as a chance rather than 
as a danger. The fabulous methodology of "offshore 
Balancing" allows great and big power to keep up 
with its influence without the expenses of massive 
military deployment or organizations all throughout 
the planet. It is commonly regarded as such an 
informal Empire, as opposed to federalism in 
conventional models. if we perceive that for the 
Imperial Federation in the late British Empire. 
Offshore Balancing, like the term suggests, is a grand 
strategic arrangement that could be pursued solely 
by island states on the outskirts of Eurasia and also 

by unprecedented bounded superpowers, such as 
the United States (Mearsheimer, John J.; Walt, 
Stephen M, 2019). 

In the case of the United States during the mid-
21st century, advocates of offshore balancing trust 
that endeavors to keep up with U.S. authority as 
the world's just superpower will lead different states 
to join against the United States and eventually 
diminish its relative power. As indicated by this 
view, on the grounds that the United States can't 
stop the ascent of new great powers, it should point 
toward a system of shifting the burden by which 
others will assume control over liability regarding 
keeping up with regional power balance and 
controlling issues. Offshore balancing is an essential 
idea utilized in the realist paradigm in global 
relations. Christopher Layne termed this "offshore 
balancing" in 1997 article (Layne, Christopher, 
1997). 
As indicated by political specialist John 
Mearsheimer, explained that America adopted 
offshore balancing as the grand strategy and 
technique utilized by the United States during the 
1930s, effectively used against Russia after 1979 
Afghan invasion using Pakistan as an offshore 
balancer and offshore Empire and furthermore in 
the Iran–Iraq War in 1980–1988 (Mearsheimer, 
John J. 2010). 
 
India & U.S.: Emerging Offshore Alliance  
As per this strategy of offshore balancing, the U.S.A. 
can alliance with a nearby regional power, which 
could act as the front line of defense and line of 
protection, allowing both of them to maintain the 
overall influence under their specific area and it can 
help to maintain hegemonic control, as both of 
those influential powers a far more noteworthy 
interest in keeping another regional power from 
overwhelming them. Renowned Australian 
strategist Paul Dibb projected in 1995 that for the 
U.S.A., India has a “greater potential as a power of 
influence” & “could emerge as a useful player in a 
multipolar Asian balance” & “attract American 
interest as a counterbalance to China.” (Paul Dibb, 
1995) 

The U.S. and India have become close lately. 
Contrasted and in the past century, this connection 
between India and U.S.A. is inconsistent 



Muhammad Shakeel Ahmad Siddiqui, Muhammad Imran Pasha and Saira Akram 

Page | 36   Global Political Review (GPR) 

development. Under the administration of both the 
Bush & Obama, & presently the Biden government 
as well, India has gotten critical significance in United 
States key strategy towards the region of Indo–
Pacific. In the eyes of American foreign policy 
decision-makers, the rise of India as a dependable 
partner in Asia has transported the two nations a lot 
nearer. The relationship has likewise consistently 
advanced as an aftereffect of China's development 
as a possible hegemonic power in Asia. The United 
States faces trouble in keeping up with its prevalent 
situation through the region of Indo Pacific & needs 
solid partners in the area around China to assist with 
sharing the imbalance burden. In such a manner, 
the United States perceives India to act as offshore 
balancer of U.S.A. in Asia pacific region to tackle 
China's development as an expected hegemon in 
that region (Ashley J. Tellis, 2020). 
 

US-India Military ties to keep offshore Balancing 
The five largest spending countries in 2020 were 
the U.S.A., Russia, China, India, & the United 
Kingdom, accounting for 62 percent of the world’s 
top military expenditure.  When In 2016, the 
U.S.A. appointed India as its grand Defense ally. In 
line with this alliance, in 2018, India was promoted 
to the 1st phase of the Strategic Trade partner, 
which allows India to gain unrestricted accessibility 
to a wide range of dual technologies and military 
equipment controlled by the Division of Trade. 
(U.S., Bureau of Political-Military Affairs, 2021) 

Defense and securities trade collaboration 
between United States of America and India 
continues to grow with the arrival of agreements 
named as Logistics Exchange Memorandum of 
Agreement (LEMOA), Communications, Security 
Compliance (COMCASA), & also Industrial Security 
Agreement (I.S.A.). Political & Military Bureau has 
supported the growth of complete defense & 
security trade cooperation between India & U.S.A. 
from almost nothing in 2008 to more than $ 20 
billion by 2020. (Paul Staniland, 2020) The said 
Bureau is dedicated to promoting defense sales in 

the US-India with the support of both Foreign 
Service Sales and Direct Trade Processes. This 
trade cooperation provides many jobs to the 
people of both countries & helps make sure the 
strength of the fundamentals of the security industry 
in both countries. (Shubhajit Roy, 2020) 
 

U.S. Trade Dilemma with China 
Famous IPE researcher Taggert Murphy shares 
Cohen's presumption that China's strategic choices 
are driven by power motivated however. He sees 
China right now not as a contender to the existing 
orders but instead as a retainer (Murphy, 2011). 
U.S. China monetary and trade relations have 
strengthened significantly since when China started 
changing its economy from a closed economic 
model to a more open and liberal economic order. 
While this change in China’s trade and Economic 
system started in the 2nd half of the decade of 
1970s. Comprehensive U.S.A. & China economic 
ties which were of $2 billion 1979 and it rose to 
$592 billion out of 2020. With all this trade 
connections, China is presently the United States' 
biggest product exchanging accomplice (U.S. 
Census Bureau, 2021). 

The table below presents the data and facts 
about the uneven trade ties between the two 
economic giants. This table clearly indicates the 
Dilemma between Geo-strategic and economic 
interest of U.S.A. 
 

U.S. trade in goods with China in last decade 
China-US import/export imbalance was of 315.1 
billion U.S. Dollars back in 2012 & this trade grew 
up to 367.3 billion $ till the end of 2015. It showed 
decline in 2016 to 346.8 billion $. By 2018, it again 
risen to 418.9 billion $ & again exhibited decline to 
345.2 billion $ of 2019 trade. Toward the finish of 
2020, the deficiency with China has been 
decreased up to $310.8 billion, the most minimal 
starting around 2011. (U.S. Census Bureau, 2021) 

 
Table 1. 

Year Exports Imports Balance 
2011 104,121.5 399,371.2 -295,249.7 
2012 110,516.6 425,619.1 -315,102.5 
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Year Exports Imports Balance 
2013 121,746.2 440,430.0 -318,683.8 
2014 123,657.2 468,474.9 -344,817.7 
2015 115,873.4 483,201.7 -367,328.3 
2016 115,594.8 462,420.0 -346,825.2 
2017 129,997.2 505,165.1 -375,167.9 
2018 120,281.2 538,514.2 -418,232.9 
2019 106,448.4 450,760.4 -344,312.0 
2020 124,485.4 434,749.0 -310,263.5 
2021 (till Sep) 104,976.2 360,415.0 -255,438.8 
Total 1277698.10 4969120.60 -3691422.30 

Source: U.S. Census Bureau NOTE: All statistics are in millions of U.S. dollars. 
 
Causes of U.S.—China Trade Deficit 
China at this moment considered as world's leading 
economic hub & it owns the biggest labor force in 
the world. It should split its creation between 
practically 1.4 billion residents. (Federal Reserve 
Bank of St. Louis, 2021) This is numerous times 
high quantity of individuals in the U.S. China sits at 
near $14.trillion in total national output, whereas 
the G.D.P. of U.S.A. is simply more than $21.4 
trillion. Chinese national output per capita is much 
lower compared with U.S.A., which financial 
experts used to measure way of life. Last year 
before Covid in 2019, China’s G.D.P. per capita 
was 16,804, U.S. Dollars and compared with 
China, the U.S.A. amounted at $65,298 (World 
Bank, 2021). 
 
Causes of Disagreement 
United States. Politicians & Political experts have for 
a long time grounded a trade dispute with U.S.A.'s 
major trade ally and partner on imports and 
exports. The deficit in trade occurs when imports 
exceeds from exports (Kimberly, 2018). This trade 
war showed its glimpse when in 2017, the U.S.A.'s 
trade deficit reached to130 billion $ with China.  
This deficit was visible in the three main 
classifications of exports. The first category is 
aerospace products which reach up to $ 16 billion; 
while 2nd is soybean, which makes up $ 12 billion; 
and the last one is cars, and cars make up $ 11 
billion. United States purchases from Chinese 
Government amounted to 506 billion U.S. Dollars. 
Maximum of these goods are electrical appliances, 
clothing, & equipment. However, most of the items  

sold came from American producers who are 
producing export raw ingredients and materials to 
China for packing at low rate.  On the return back 
to the U.S.A., these items are taken as imports. 
Due to this, prices hurt U.S.A. and foreign 
companies. China leads the world. The biggest 
comparative advantage for China is that it can 
produce items and finished goods at very low cost 
compared to other competing countries. Chinese 
People lead a simple life which makes things easy 
for them and for companies to pay less to their 
workers, this simple formula bring good business to 
China, and it has brought China to replace America 
as economic Hegemon not only to Asia but to 
whole world. On the other hand, lavish 
consumerism of American People forces U.S. 
manufacturers and companies to extract more 
money than China. This means high wage rate and 
high production cost. American common people, of 
course, can buy these goods coming from China as 
lot price. Most people cannot buy only to save the 
national narrative of "Made in America." America's 
trade conflict with Chinese economic force is 
actually about reducing or in any case preventing, 
the very development of China's technological 
advancement & growing global Geo-economic 
impact of China's Empire. China is investing in 
technology in the U.S.A., and it has been 
scrutinized, and U.S. government agencies are 
raising awareness of China's attempts at industrial 
intelligence. To protect U.S. national interest and to 
limit China's influence on American Economy, the 
U.S. is increasing tariffs and taxes by invoking a 
clause in the U.S. Trade Act of 1974 (Lovely & 
Liang, 2018). 
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US-China Trade War: Bilateral and Multilateral 
Impact  
A trade war is a financial war among nations. Due 
to this war each nation enforces trade protectionist 
regulations towards each other. These obstacles 
may be imposed in many ways, which include 
import quotas, tariffs, currency devaluation, 
domestic subsidies & embargos.  When any country 
imposes a trade and economic barrier, the other 
nation will retaliate with everything possible and 
alternate policies are formulated. This constructs 
the “warring” concept of trade war (Liadze, 2018). 

China replaced America as the leader in 
international trade, especially in commodity exports 
in 2015 & and this replacement made China a 
dominant international economic player in Global 
system. The absolute nominal G.D.P. of China's 
reached 14 092 million USD, and this makes 
China’s share to 16.1% on G.D.P. of the whole 
world, China is second place just behind the U.S. 
20 412 million USD which contributed 23.3% 
share of world G.D.P. (Statistics Times, 2018). 

It has been thought that 2018 was the formal 
year for the peak of this trade war as the signing by 
then American President Trump of the “Presidential 
Memorandum Targeting China's Economic 
Aggression” & high rate of tariffs on steel & 
aluminum was introduced. Nevertheless, stiffness & 
tension in financial relations between the China 
&United States had escalated and had been 
discussed earlier by American policymakers and 
China's top political leadership. When the World 
Trade Organization granted China market 
economy status in 2017, it was met with criticism 
from the United States, as such the step had limited 
opportunities for protectionist policies against 
Chinese manufacturers. The refusal of the United 
States to recognize China as a free market 
economy was the first step against this conflict 
inside the "Group of Two." The National Security 
Strategy, released in December 2017, reflected 
Trump's divisive policies. He restricted Investment 
flows in U.S. technology, tightening up export 
controls, as well as continued to expand the list of 
double items that cannot be transported to China  
(Bown, C., Jung, E., & Lu, Z, 2018). 
 

Effect of the U.S. & China Trade War on 
International Economic System 
The U.S.A. & Chinese enmity is perceived as a 
danger to world harmony & development (Erken, 
Every, & Giesbergen, 2018). The war between the 
two powerful economic States will not only disrupt 
the international Economic System, on the other 
hand, the trade off can also hurt the current global 
trade & economic system. This trade dispute cast a 
shadow over the Southeast Economic Cooperation 
conference held in Papua New Guinea in 2018, 
where leaders failed to produce a united 
communiqué for the first time. Even as China-US 
conflict has progressed, wide-ranging corporate 
strategy concerns have emerged, with some 
experts describing it as the start of a new economic 
war (Itakura, K, 2020).  

By using computable general equilibrium 
model, the World Bank has tried to make an 
economic calculation: if the United States 
introduces a 25% tariff on all Chinese products 
imported into the United States, it can reduce global 
exports up to 3% & overall world products by 
1.7%. Their analysis forecasts that a tariff increase 
between the China & United States could decrease 
global exports up to 674 billion $ & this trade 
dispute has the potential to damage global income 
as per estimation up to 1.4 trillion dollars while 
losses covering all regions” (C. Freund, M. 
Ferrantino, M. Maliszewska, M. Ruta, 2018). 
 
Trade War and its impact for Pakistan 
Traditionally, Pakistan has always upheld strong ties 
with the United States & China on economic, 
political & security grounds. The contemporary 
pillars of US-Pakistan relations include Pakistan's 
current cooperation on Afghanistan issue, which will 
need to go beyond the decline of U.S. troops. 
Although military and economic aid has declined, 
Pakistan's largest export market remains the United 
States and the preferred educational center for 
Pakistani elites.On the other hand; China has 
become Pakistan's largest arms supplier, and has 
launched an unprecedented economic partnership 
through CPEC, with an estimated $ 62 billion. 
Pakistani strategists have relied on China for 
consistent support to fight India's unequal rival and 
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moral support for helping Kashmir's case become 
more international — a help the U.S. does not 
provide (Propakistani, 2019) 

As Pakistan is the very crucial ally of each 
Nation due to the fact that Pakistan is keeping 
sustainable close friendly relations with both the 
Countries since its independence. American 
imports are in huge numbers with Pakistan. While 
in the fiscal year of 2019-20 from July to March, 
American imports from Pakistan reached up to 471 
billion Rs., while in the same time frame, Pakistani 
exports to China was Rs. 219 billion, when 
comparing Pakistani imports from the United States 
had been. 692.6 billion Rs, whereas Chinese 
imports to Pakistan changed into 1394.3 billion Rs. 
(Economic Survey of Pakistan, 2020). An eminent 
monetary and geopolitical analyst Osama Rizvi, says 
that for Pakistan, this monetary trade-off which in 
between the two biggest economies and most 
curial Political players in international arena is very 
important due to the fact each Nation is certainly 
considered one among Pakistan’s biggest buying 
and selling partners (Propakistani, 2019). 

Pakistan and India holds key Geo-strategic 
position in the subcontinent. It would not be easy 
for any country to satisfy them both because both 
the countries hold historical animosity. As we 
discuss on a scenario where offshore balancing as 
grand strategy may be used by America India to 
counter China and keeps its hegemonic control in 
the region. It will make Pakistan apprehensive if 
U.S.A. the military help on the name of offshore 
balancing to India can be used against Pakistan. So, 
America’s offshore balancing grand strategy will not 
be that easy in the subcontinent. to counter India 
U.S.A. needs Pakistan; as in cold war India never 
been that much close to America while Pakistan 
always helped America to resolve its Geo-Political 
issues like Pakistan providing assistance in defeating 
USSR as offshore balancer,  two-time front-line 
State, most allied ally while Pakistan thinks that 
America only uses Pakistan. For America it would 
not be that easy to successfully launch offshore 
balancing as it has done in the past when it used 
Pakistan against Russia as offshore balance state. 
United States will keep Pakistan engaged to counter 
India, if in any given scenario, India becomes a 

threat to the U.S.A. and it will also want Pakistan to 
stay in Western Block (Ehsan Choudhri, 2017) 
 
Conclusion  
As per the findings, it can be concluded that this 
trade war is the greatest of all in the economic and 
monetary history of the world. It can bring about an 
adjustment of the worldwide trade structure; it can 
slow down the economic and monetary business 
sectors. Cold war being an ideological war 
represented two different types of Socio-Political 
System but this trade war has the optional to divide 
the world and the nations into two economic blocks 
associated with the U.S.A. or China, & 
simultaneously, shaping the mega coalitions of 
economies, constructing two different territorial 
currency or money zones. The role of Asia in 
globalization processes and the improvement of 
worldwide economic order can be enhanced. The 
U.S. activities are to debilitate its primary rival and 
keep up hegemonic dominance and control in the 
Global system. U.S.A. is trying its best to slow down 
the fast monetary development of the People’s 
Republic of China & the rising significance on the 
World economic system. The Chinese 
administration is seeking an opportunity to 
accomplish authority in the fields of mechanical 
technology, artificial intelligence, and biotechnology. 
It will offer monetary help to innovative businesses, 
and will do all that could be within reach not to 
allow the U.S. to stop or dial back the digitalization 
& modernization of the current China's economic 
structure. 

Pakistan is keen to reclaim its role as to work 
as Bridge Empire — remembering the period when 
it facilitated the US-China conflict in the period of 
Nixon era. In that particular period, two major 
powers & a “melting point” to transform China & 
American interests in order to promote regional 
security & prosperity of the region, including 
Afghanistan. In this process, Pakistan will 
simultaneously benefit from the economic & 
security benefits associated with maintaining 
beneficial relations with the two. Pakistan would like 
to lead the world powers, without having to rely 
too much on any of them. 
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